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Contact Group set 
to freeze Yugoslav 
hinds if Milosevic 
ignores deadline 

The six-nation Contact Group win 
begin freezing Yugoslav government 
fields abroad if President Slobodan 
Milosevic fate to meert today's dead- 
Bne for ending his poflce offensive 
against ethnic Albanians in Kosovo. 
Violence spread to the south-west 
town of Pec where pofice were Bald 
' to have fired on demonstrators. One 

man was kilted and several wounded. 

Pages 

Joint acfimi on Ulster talks 
Washington has been putting pres- 
sure an the nationalist side in North- 
ern Ireland white London works on 
the unionists In an Informal division 
of labour to push the peace process 
through its fed phase. Page 16 

Chkta’s new cabtao t named 
Technocrats and hands-on mangers 
appear to dominate the Chinese cab- 
inet named to tackle the economic 
reform programme of new premier 
Zhu Rongji. Page 6; Lax, Page 16 

Taridsh pofice round Kurds 

Turkish police arrested scores of 
people affiliated to the Kurdteh 
People’s Democracy party, party offi- 
ciate said. 

Czech chief hit by conqiSra data 

Czech Social Democrat chief Milos 
Zeman was accused of peddHng 
political Influence to foreign busi- 
nessmen In return for potential dona- 
tions, tfis apposition party had been 

tipped to win elections In June. 

Ukraine Issues stay at home order 

Ukrainian prime minister Valery Pus- 
tovoitenko banned officiate and gov- 
ernment members from going abroad 
wfthout his personal permission and 
accused them of travelling too much. 

Teenage ‘hacker* heU fn Israel 
An unn am ed IB year-old leraeB, 
alleged to be the computer hacker 
known as “The Analyzer” and wanted 
by the FBI, has been arrested, Israel! 
pofice said. 

Ex-minister tees sodradUon 

Russia said it was axtradrtlng former . 
Georgian finance mMStar Guam 
Absandze, wanted in connection with 
an assassination attempt on Geor- 
gian president Eduard Shevardnadze. 

Kennedy auction items paled 

A New York auction house withdrew 
21 more items of Kennedy memora- 
bilia from a sale after pressure from 
federal officials and the former presi- 
dent's family. Three Items had earlier 
been wRhcfrawn. 

The ‘Big One 1 may never coma 

Experts are shaking the widespread 
belief that southern Cakfomia is des- 
tined to suffer a single, shattering 
earthquake. Insurers am watching 
the academic de b a te closely. Page 4 

Prince sentenced to 30 years 

A Cambodian court convicted ousted 
co-premier Prince Norodom Ranar- 
iddh of plotting a coup and sen- 
tenced him to 30 years in prison. The 
tong-expected ruling is meant both 
to dtecredtt Mm and to bring him 
closer to returning from exBe. 

Spanish boat sinks 
Nine crew were missing after a 
Spanish fishing boat sank off 
Morocco. Five were rescued and 
flown to the Canary islands. 

Swimming coaches* trial starts 

Four swimming coaches and two 
sports doctors went on trial in Bertin 
accused of harming young athletes in 
former East Germany by giving them 
banned drugs. Page 3 

AH quiet on toe Brooklyn front 
Brooklyn, the New York borough 
Bnked with vtofenoe, gangs and 
drugs, enjoyed the first murder-free 
weak police can remember. 
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ABI attempts to 
block GUS offer 
in bidding battle 
for Metromail 

Great Universal Stores, the UK mafl 
order and financial Information group, 
faces legal action in the US aimed at 
halting Its $831 m agreed offer for 
direct marketing group MetromaH. 
Omaha-baaed American Business 
information, which has made a 
counter-bid of 5850m for Metromail. 
accuses GUS of aiding and abetting 
alleged breaches of duty by the 
target's management Page 17 

ABN Anvo of the Netherlands 
agreed to take a 75 per cent stake in 
Bank of Asia, a mid-sized Thai com- 
mercial bank, using a pricing formula 
expected to be a model for financial 
institution takeovers throughout east 
Asia. Page 17; Push Into Asia, Page 
2 f* Observer, Page IS 

Some Swedish companies are to 
conduct board meetings In English in 
a shake-up led by Percy Bamevik, 
chairman of Wallenberg vehicle 
Investor. Page 17 

NedBoyd shares jumped nearly 7 per 
cent on results from the Dutch trans- 
port group which showed the bene- 
fits of having merged its container 
shipping division with that of Britain’s 
P&O. Page 21 

Lagarriere, the French industrial and 
medte group, has put in place a new 
top management structure to prepare 
for the eventual retirement of founder 
Jean-Luc Lagardftre. Page 19 

VHU, the Dutch consumer and 
business publisher, expects further 
growth this year after boosting 1997 
net profits 26 per cent to R39&2m 
($193 -3m). Page 21 

BW-Repsol, a subsidiary of Spanish 
ofl company Repsoi, has became 
Mexico’s biggest natural gas distrib- 
utor after wtoiting a c ontra ct to 
supply gas in Monterrey. Page 8 

Warner Bras and UK mecSa group 
United News & Media have cfcawn up 
a shortlist of three English sites for a 
2225m ($373ni) f3m studo and 
theme park complex. Page 10 

Eli, the Italian semi-privatised ofl 
and gas group, reported preliminary 
1997 Agues showing a 14.6 per cant 
rise in net income to L5,100bn from 
L4,451bn (S2.5bn) in 1996. Page 21 

Rank Stomach, the 

Austro-Canadfan entrep ren eur, 
rebuffed cans to raise his controver- 
sial $274m bid for majority control of 
Puch. Page 21 


iTTtodOStries, the US industrial 
group, sent shock waves tfaough the 
consolidating car components sector 
by announcing a review of its braking 
and electrical operations. 

Pege 18 

Prance Telecom unveiled net income 
of FFr14. 9 bn for 1997 after one-off 
costs of FFrl.l bn ( 51 79m) Hnked to 
its partial privatisation. Page 21 

Japan’s Long Term Credt Bank and 
Swiss Bank Corporation will take a 
1 per cent equity stake in each other 
before April 8. Page 20 

Mamesmami, the German industrial 
conglomerate, dampened speculation 
that It was about to buy a stake in 
Olivetti. Page 19 

Subsr, the Swiss engineering group, 
increased net income by 161 per 
cent to SFr214m (SI 44m) In 1997. 

Page 21 

Worid Equity Markets 

The latest trends and data Item more 
ten 50 national markets at a glance 
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CBOT and Eurex forge alliance 


By ffikJd Tail in. Boca Raton 
and Samar Iskandar in London 

The Chicago Board of Trade, the 
world's largest derivatives 
exchange, is forging a strategic 
alliance with Eurex, the all- 
electronic continental European 
exchange. 

The link-up will aim to develop 
a common global communica- 
tions network that wDl eventu- 
ally allow for the trading of both 
exchanges' contracts via a single 
electronic ter minal. 

It is the latest in a series of 
alliances as exchanges try to 
extend the volume of business 
available to members and 
increase the cost-efficiency of 
their trading systems. Eurex, the 
market resulting from the merger 
of Frankfurt's Deutsche Tannin- 


Exchanges seek to develop global communications network 


bflrse (DTB) and Soffex of Swit- 
zerland, is involved in the 
so-called Euro-Alliance, a link-up 
with Matif of France, which aims 
to list French, Ger man and Swiss 
interest rate derivatives on a sin- 
gle electronic trading platform. 

CBOTs decision will increase 
the pressure on the x Anrinn inter- 
national Financial Futures and 
Options Exchange, which has 
been losing market share to the 
other European exchanges in the 
past year. Liffe.last week said it 
would list its main products on 
an electronic platform by the end 
of next year. 

All these announcements are a 
boost to electronic trading, which 
is challenging traditional open- 


outcry floor trading, as a cost- 
effective alternative in an 
Increasingly competitive and 
global derivatives market. 

CBOT and Eurex said yester- 
day they expected to add a third 
“strategic partner” from the Asia- 
Pacific region. The aim would be 
to "enable members of CBOT and 
Eurex to trade directly the 
world’s benchmark derivatives 
products". 

Initially, the exchanges will 
develop a “global communica- 
tions network" for CBOTs elec- 
tronic after-hours system, known 
as Project A, and the Eurex sys- 
tem. At that stage, users of 
Project A will be able to emulate 
Eurex on their screens. This facil- 


ity should be running by aut umn 
1998. Later, the exchanges {dan a 
system whereby users would be 
able to access both markets from 
a single screen. The target date is 
spring 1999. 

Under the arrang emen ts, CBOT 
would provide financial deriva- 
tives in North American curren- 
cies, and all agricultural con- 
tracts. The European alliance 
would provide financial deriva- 
tives in European currencies. The 
OTt-Hangag added that they would 
develop a "joint strategy” for 
products from other countries. 

CBOT last year shelved an alli- 
ance with Uffe which was to 
allow mutual access for members 
of each exchange to the other's 


leading products in open-outcry. 
Instead, CBOT stepped up its 
international expansion by 
ingfaTHwg project A trading sta- 
tions in London. 

JOrg Franke, head of DTB, said 
the »iu«rir» with CBOT should 
a dd liquidity to Eurex. while Pat 
Arbor, rihafr-man of CBOT, main- 
tained that the tie-up should 
“vastly increase the global distri- 
bution of Project A”, as well as 
allow members to have electronic 
access to Eurex products. 

However, the arrangement is 
designed not to cut into CBOTs 

open-outcry system during day- 
time trading hours in Chicago. 
During this period, orders on 
CBOT contracts stemming from 
the Project A/Eurex tie-up would 
be routed through the Chicago 
trading floor. 


Brussels reveals 
regional aid and 
CAP reform plan 

Blueprint to prepare for enlarged EU faces 
challenges from farmers and politicians 


By Michael Smith in Brussels and 
Brian Groom in London 


The European Commission 
yesterday revealed a blueprint 
for reforming its regional aid and 
agriculture support programmes 
to prepare for the entry of Central 
and eastern European countries 
to the European Union. 

Jacques Santer, president of 
the Commission, the EU’s execu- 
tive, said he hoped the reforms 
would be agreed by the EU’s 15 
member states by the beginning 
of next year. 

"We have no illusions." he said. 
“Reaching agreement is going to 
be difficult But. if we want to 
bring enlargement to a conclu- 
sion. we need to get to work 
without delay." 

The EU starts “accession" talks 
this month with five east Euro- 
pean countries - Poland, Hun- 
gary, the Czech Republic, Slo- 
venia and Estonia - and Cyprus 
in anticipation of their joining 
early in the next decade. 

The wrangling over the pro- 
posed reforms pits poorer 
southern countries against the 
richer northern Europeans and. if 
unresolved, could derail the 
enlargement timetable. Mr San- 
ter said there was no way the EU 


could breach its self-imposed 
restriction of keeping spending 
within L27 per cent of total gross 
national product “No [national] 
finance minister could contem- 
plate that". 

The proposals cover EU bud- 
gets for the years 2000-2006 and 
are aimed at concentrating 
declining resources available for 
regional aid and implementing 
the biggest reform attempted of 
the common agricultural policy’s 
subsidies regime. They face a 
hostile reception from EU farm- 
ers, regions and politicians. The 
German government said yester- 
day the CAP reforms did not fit 
the needs of the agricultural com- 
munity. 

- The Commission wants to cut 
the proportion of the ElTs 375m 
population covered by its two 
large regional aid funds - called 
objectives one and two - from 50 
to 40 per cent 

This has alarmed some coun- 
tries, including the UK, which 
argues the EU is too reliant on 
unemployment criteria in assess- 
ing the regions’ aid needs. 

The Commission yesterday 
unveiled a formula under which 
no country would lose more than 
a third of existing support in the 
objective two category covering 


UK defends minister 
after Israeli snub 


By David Buchan in Damascus 

Robin Cook. Britain's foreign 
secretary, pressed ahead yester- 
day with his European Union 
peace effort in the Middle East, 
undeterred by the snub from 
Israel over his visit to a contro- 
versial Jewish settlement in Arab 
east Jerusalem. 

Benjamin Netanyahu, the 
Israeli prime minister, cancelled 
dinner with Mr Cook on Tuesday 
in response to his visit to the Har 
Hama settlement The Israeli gov- 
ernment also foiled to send a rep- 
resentative to see Mr Cook off at 
Tel Aviv airport 

Tony Blair. Britain’s prime 
minister, staunchly defended Mr 
Cook yesterday. Mr Blair will 
travel to the Middle East towards 
the end of April, although it is 
not clear whether he will visit 
any settlements. Israel said It 
would welcome him but warned 
Europe that it would have to 
adopt a more “balanced” stance if 
it wanted an effective role in the 
Middle East peace talks. 

UK officials acknowledge that 
the setback in relations with 
Israel, even if temporary’, will 
increase European frustration 
with the stalled peace process, 
perhaps causing the EU stance 
on the Middle East to diverge 
from US policy. “The Israelis do 
not understand the real sense of 
frustration in EU governments 
which Britain has been trying to 
channel in a moderate way to 
back up US efforts." an official 


said. “The more the Europeans 
feel spurned (by Israel], the more 
difficult it will be to go on hack- 
ing up the US.” 

Britain holds the presidency of 
the EU until July. 

After his rough reception in 
Israel, the UK foreign secretary 
arrived in Damascus ill-placed to 
persuade the Syrian leadership of 
Israel’s sincerity in the peace pro- 
cess. In his meeting yesterday 
with Mr Cook, President Hafez 
al- Assad was described by a UK 
official as pessimistic that 
Israel's conditional offer to with- 
draw its troops from south Leba- 
non might lead to wider negotia- 
tions over the Golan Heights, 
which Israel captured from Syria 
in 1967. 

At a press conference with Far- 
ouq Sharaa, Syria's foreign min- 
ister. Mr Cook said Britain and 
the EU would like to see Israel 
obey United Nations resolutions 
by pulling its troops oat of south 
Lebanon unconditionally. 

He mentioned the problem - 
raised by the Israeli defence min- 
ister in talks on Tuesday in Jeru- 
salem - of how to ensure secu- 
rity in southern Lebanon. At the 
same time he acknowledged 
Syria's anxiety that a peace deal 
in south Lebanon would weaken 
its bargaining hand with Israel 
over the Golan Heights. “We real- 
ise the issue of the Lebanese 
track is hard to separate from the 
Syrian track," he said. 

Picking a fight, Page 5 
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Europem Com mis s i on p raekfant Jacques Santar warned yester d ay in Brussels that reaching agreement on the 
Commission's reform plans for regional aid and farmtog support would be cfifficuiL Picture Reuters 


areas in “structural crisis”. It had 
already agreed that areas falling 
outside the eligibility criteria 
would continue to receive 
regional aid, reducing annually 
ova- four to six years. 

Margaret Beckett, UK industry 
secretary, said “there is stm a 
long way to go” to answer British 
needs. 

The agricultural reforms are 


aimed at cutting farmers’ depen- 
dence on price subsidies and will 
drift some of the burden of sub- 
sidising them from consumers to 
taxpayers. Farmers will be given 
“direct payment" compensation 
far cuts in guaranteed prices for 
beef, cereals and milk of SO, 20 
and 15 per cent 
Milk quotas will be increased - 
by 2 per cent - for the first time 


since they were introduced in 
1984. Distribution of half the 
increase to mountainous regions 
will be opposed by countries such 
as Denmark, the UK and Ireland 
whose formers will not qualify. 

SI pnts teeff to tfta test, Page 2 
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Walk-out 
hits talks 
on Italian 
working 
hours 


By James Bfitz fa Rome 


FINANCIAL TIMES 

Pnbbtaf hr Use fimncul Tone* (Europe; 
GmbH. Nibehmjtiiplan 3, 60318 Frank- 
Fun am Main. Grainny- Telephone ++49 
69 156 850. Fax ++« 68 596 4481. Repre- 
sented in Frankfort by i. Walter Brand. 
WBhdm J. Brisgi. CoEn A. Kamid u 


Gesebaftsfoluer and in London by David 
CM. Bell. Gunman. and Atan C Miller. 
Deputy Chair man Tbc thiwfaoklet of ibe 
Financial Tjmcj (Europe^ GmbH a Pear- 
son Overseas Holdings Limited. 3 Butter 
ton Gardens. Loudon, W1X ILL 
Suithokter of this company is Pearson 
pic. registered at tbc same address 
GERMANY: 

Responsible for Adver tisin g contort: Cofin 
A. Kemuid. Printer Hurriyet to n na t iona l 
VerlagsgeseUsdtaft mbH. Admiral-Rosec- 
daW- Snasse la. Men Isenbmx ISSN 
0174 7363. Responsible Editor Richard 
Lambert, do The Fmtiual Tinas 1 '"“"-i 
Number One Southwark Bridge, London 

SE19HL. 

FRANCE 

Pubfctaw Director P. Mnnvuha, 42 Roe 
La Boctie, 75008 PARIS. Tdttfijoe (Oil 
$176 SOM. Fax lOi) $376 8253. Prbter 
S.A. Non* Eclair. (SCI Roe dc Caire. 

59100 Roubaii Codex 1. Etfiton Richard 
Lambert. ISSN 1148-2753. Commission 
Pariuiic No67S0SD. 


SWEDEN: 

Responsible Pubfohen Ht&h Gunegy 468 
618 6088. Printer. AB TrifleuSWo 
Expressen. PO Box 6007. S-SSW, 


O The Financial Times Limited 1WS. 
Editor Richard Lambert do The Financial 
Tunes Limited. Number One Soatlnnui 
Bridge. London 5E1 9KL 
R 


Oil price collapse threatens Russian economy 

JT JL a tional Centre for Pefrolea 


By John Thornhill fa Moscow 
and Robert Cortina in London 


The Italian government's 
attempt to legislate for a 35- 
hour working week was in 
crisis last nigh t after Confin- 
dustria. the employers' 
organisation, walked out of 
talks on the Issue and said it 
could also withdraw from a 
crucial deal on incomes pol- 
icy. 

As Italy’s centre-left gov- 
ernment announced that it 
was preparing to introduce 
legislation on a 35-hour week 
in 10 days' time. Confindus- 
tria said it would not partici- 
pate in any more talks 
because ministers would 
only discuss working hours 
rather than the full range of 
employment matters. 

Giorgio Fossa, the Confin- 
dustria chairman, said that 
he had reiterated his call for 
“all-round talks on all issues 
relating to the labour mar- 
ket" - a request that had 
been refused by ministers. 
“At that point, we said good- 
bye because our position has 
not changed," be said. 

Mr Fossa said that Confin- 
dustria would call an 
extraordinary meeting of its 
executive in the next few 
days to see whether there 
were grounds to pull out of a 
landmark 1993 wage deal 
which promotes an incomes 
policy while keeping infla- 
tion. low. 

The agreement, which 
involves the holding of 
annual round table talks on 
incomes policy between the 
government and its social 
partners, has been regarded 
as a successful instrument 
far bringing inflation down 
to record levels in recent 
years. 

A spokesman for Romano I 
Prodi, the prime minister, 
said last night that the new 
legislation would set a nor- j 
mal 35-hour working week 
from the start of 2001. 

The legislation will grant , 
full autonomy to employers 
and unions to agree a work- 
ing week which lasts longer 
than 35 hours. However, the 
government plans to impose 
a fiscal penalty on employers 
if their employees work over 
35 hours. Under the pro- 
posal, the cost of employing 
someone will rise by 5 per 
cent an hour for every hour 
worked over the new thresh- 
old. 

However. Mr Prodi's 
spokesman insisted that 
there would also be a reduc- 
tion in other levies imposed 
by the government on 
employers - such as non- 
pension welfare contribu- 
tions. These are expected 
partly - but not fully - to 
offset the higher cost of pro- 
duction. 

Mr Prodi's administration 
is under pressure to intro- 
duce the 35-hour weds law 
because this was the price 
exacted by Reconstructed 
Communism - a small far- 
left group in pa rliamen t - 
for keeping him in power 
last autumn. 

On another front, the gov- 
ernment is coming under 
pressure from trade union- 
ists and the centre-left to 
provide fresh funds for the 
under-developed south of the 
country ahead of Italy’s 
expected entry into Europe's 
single currency. 

In a hint of political ten- 
sions that could develop it 
as expected, the country 
joins the euro zone in May, 
Mr Prodi is facing calls for a 
new wave of public spending 
in the Mezzogiomo to reduce 
unemployment. 


The collapsing world oil 
price has forced Russia's big- 
gest oil company to cut out- 
put and is steadily increas- 
ing the pressure on the 
government's creaking 
finances. 

Yuksl, fanned earlier this 
year through the merger of 
Yukos and Sibneft, 
announced yesterday it 
would cut production by up 
to 5 per cent at less profit- 


able wells and reduce overall 
spending on production by 
30 per cent as a result of the 
oil price fall. “The world oil 
price decrease and the 
refusal of some Opec mem- 
bers to limit oil production 
is more dangerous to the 
Russian economy than the 
stock crisis in east Asia.” the 
company said. 

In a recent interview with 
the Financial Times. Mikhail 
Khodorkovsky, Yuksi's pres- 
ident, said oil industry lead- 
ers had started lobbying the 


government to reduce the 
tax burden on domestic pro- 
ducers to ease their financial 
strains. “We assume we can 
find a common language 
with the government over 
how much tax the oil compa- 
nies should pay," he said, 
suggesting the industry 
might contribute 20 per cent 
less to the budget than pre- 
viously assumed. 

Anatoly Chubais, first dep- 
uty prime minister, accepted 
that the oil price collapse 
would have “serious” conse- 


quences for the Russian 
economy. "But that does not 
mean that we will automata 
cally lower excise duties or 
other forms of tax." he said. 

Credit Suisse First Boston, 
the international investment 
bank, has calculated the 
Russian government will 
automatically lose $lbn - or 
2 per cent of its revenues - 
in foregone taxes if the oil 
price averages S15 per barrel 
over the year. 

Urals, the main Russian 
export grade, was quoted ax 


just over Sll a barrel last 
night, compared with a 1997 
average of S18.3J. But the 
finance ministry argues such 
calculations are partly offset 
by the fact that some export- 
ers have fixed-price con- 
tracts that extend beyond 
this year. 

That could discourage 
Russia from taking part in 
any Opec attempt to orches- 
trate a global production cut- 
back in order to stabilise 
markets. A willingness by 
big non-Opec exporters such 


Russia, Norway 


Motco to take part m such a 


scheme could prove crucial 


„i^.Wenif S 


participation » 

ssars Kg 

remains largely ululated 
from the rest of tbej world, 

thus helping to 
internal oil price- £st jew. 
Russia only ****”1% 
cent of its annual output of 


tional Centre for Petroleum 
Business Studies to Moscow, 
said it was too early to panic 
but warned that, if sus- 
tained. lower international 
oil prices would inevitably, 
hit domestic priws- “Fm*.the 
moment no-one wa nts to 


306m tonnes. 

Yevgeny Khariukov. gen- 
eral director of the Interna- 


accepi nauy.wH-T'ry 
one is hiding themsehw fa 
the bushes. But the [fate* 
nail market will eventually 
work even if they do not like 
how it works” be said. - 
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EU puts itself to the test with proposals 


Ltw reform 2000-2006 


to overhaul CAP and regional spending 


. ; .r ^Tga.budfleliof pedal Ecu218.4bn 
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Lionel Barber reports on the battles ahead as Brussels plans to tighten the rules 
governing the two biggest Items in the Union's budget before enlargement eastwards 


T he European Commis- 
sion yesterday spelt out 
the price of the Euro- 
pean Union's planned 
enlargement to the former 
communist countries of cen- 
tral and eastern Europe. 

The proposed overhaul of 
the Common Agricultural 
Policy and the regional aid 
covers the two biggest items 
in the EU budget Both can 
mobilise powerful political 
constituencies, ranging from 
Spanish olive-growers to 
Bavarian fanners, who are 
guaranteed to put maximum 
pressure on Europe’s leaders 
at a time of persistently high 

irapnip Iny mpn E 

“Now we will discover 
whether we are serious 
about enlargement” said a 
senior Commission official- 
"This is the ultimate test of 
the EITs credibility." 

In formal terms, enlarge- 
ment negotiations will be 
launched at *"hp enfl of this 
month with the Czech 
Republic, Estonia. Hungary, 
Poland and Slovenia, as well 
as Cyprus. But in practical 
terms, all parties understand 
that the hard bargaining 
only begin once the 15 EU 
member-states can agree 


among themselves on reform 
of the CAP and regional aid. 

Monika Wulf-Mathies. the 
German commissioner and 
architect of the regional aid 
reforms, says that the “sta- 
tus quo is unacceptable”. 
Extending the CAP and 
regional aid to the poorer, 
farm-intensive candidate 
countries from the east 
Would be prohibitively 
expensive and economically 


invariably produce spectacu- 
lar rows. European officials 
still wince over Margaret 
Thatcher's relentless cam- 
paign for a lower British 
contribution to the EU bud- 
get in the 19S0s. Jacques 
Santer, ‘president of the 
Commission, said yesterday 
that he was “under no Illu- 
sions” about the difficult 
talks ahead. 

Three factors make the 


'Now we will discover whether we are 


serious about enlargement - this is 

the ultimate test of EU credibility 5 


unproductive. 

Yet the Commission has 
decided, wisely, not to use 
enlargement as the vehicle 
for driving through reforms. 
Instead, the Agenda 2000 
blueprint argues that the 
present system requires 
overhaul, irrespective of the 
competing claims from the 
east Hence the emphasis on 
tightening the rules on eligi- 
bility for regional aid - and 
the pledges to give member- 
states more say on the appli- 
cation of funds. 

Negotiations over money 


future EU budget negotia- 
tions more difficult than 
they have been in the past. 
D The Emu factor The days 
of ever-expanding EU bud- 
gets under the former presi- 
dent of the Commission, Jac- 
ques Delors. are over. EU 
governments are refusing to 
commit themselves to higher 
contributions to the Brussels 
budget when they have been 
making unprecedented sacri- 
fices at home to meet the 
criteria for joining economic 
and monetary union, due for 
launch next January. 


lj The German factor: The 
first and second Delors bud- 
get deals in 1988 and 1992 
were largely funded by Ger- 
man largesse. In 1988, Ger- 
man y could afford to pay. 

In' 1992. Helmut Kohl, the 
German chancellor, was will- 
ing to stump up more out of 
gratitude for German unifi- 
cation. But these days, post- 
unification Germany is 
poorer and meaner. 

Moreover, with a national 
election due in six month’s 
time, neither Mr Kohl nor 
his opponents are inclined to 
sound too generous a note. 

□ The British rebate. Mrs 
Thatcher won her campaign 
for a new mechanism to cor- 
rect “excessive" British con- 
tributions to the EU budget, 

but today the Dutch and the 
Germans are also pressing 
for a similar refund. 

The Commission has 
pledged to produce a report 
in the autumn, but reopen- 
ing the British “rebate" 
could trigger a political cri- 
sis in the Union. The opti- 
mistic view in Brussels Is 
that the debate on regional 
aid and CAP reform will 
become easier once the Ger- 
man general election on Sep- 
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t ember 27 is out of the way. 

This would allow six 
months of serious negotia- 
tions. paving 1 the way for a 
deal under Germany's EU 
presidency in early 1999. 
well before European Parlia- 
ment elections in June. 

This is Mr Santer's infor- 
mal deadline. His worn’ fa 
that a delay may create a 
risk that regional aid would 
turn into a political football 
for MBPS in their own cam- 
paigns. derailing the enlarge- 
ment timetable. “When 
Europe's leaders are forced 
to take a decision, my expe- 
rience fa that they do not 
flinch. They do it.” Much 


depends on the British presi- 
dency and its Austrian suc- 
cessor. Insiders are pressing 
Tony Blair, UK prime minis- 
ter. to set clear priorities at 
the EU s ummit at Cardiff in 
June. This would set the 
stage for a titanic clash at 
the next summit at Vienna 
in December. 

It will not be easy to per- 
suade the Austrians, who 
are relative newcomers to 
the EU. having joined in 
1995, that their summit may 
have to end in deadlock. But 
that may be the price for an 
agreement in early 1999. 


See BfltoriaJ Comment 


France confident over I Swiss move towards 


ECB directorate deal truck charges system 


By Robot Graham fa Paris 


The French government is 
confident that a consensus is 
forming on the sensitive 
issue of how the six-person 
directorate of the future 
European Central Bank 
(ECB) should be composed. 

Discussions are expected 
to be taken further forward 
at this week-end's informal 
meeting of EU finance 
ministers in the UK city of 
York. 

But the composition of the 
directorate is still 
overshadowed by the 
broader unanswered 
question of the presidency of 
the ECB. French officials 
believe agreement is close 
with their partners on the 
principle that there should 
be three permanent 
members of the directorate - 
France, Germany and 
Italy. 

These comprise the EU 
members of the Group of 
Seven leading industrial 
nations likely to adopt the 
single currency. Still 


completely unresolved is the 
position of Spain, which fa 
fighting hard for a seat. 

Officials say a fourth 
permanent seat would be 
available for the UK. the 
fourth European G7 country. 
But this would not be 
automatic and would depend 
on when the UK opts to join 
tiie euro. 

The officials add the 
regulations for taking part 
in full monetary union 
demand prior membership of 
the European Exchange Rate 
Mechanism (ERM) for up to 
two years. 

This was accepted by 
Greece last weekend when it 
was admitted to the ERM, 
signalling its intention of 
joining monetary union in 
2001. 

Sweden and the UK are 
now the only members of the 
EU outside the ERM, which 
they oppose on political 
grounds. 

The outlines of a deal on 
the directorate's composition 
were discussed at length last 
week at the Franco-German 


summit meeting in Tours. 

Notable sticking points 
centre on how to 
accommodate the interests 
of the smaller EU members 
and square this with Spain's 
anxiety to ensure its stature 
is properly represented. 

On the ECB, French 
officials say there fa still 
deadlock over their support 
for the candidature of 
Jean-Claude Trichet. 
governor of the Bank of 
France, and bis Dutch rival 
Wim Duisenberg, the initial 
EU candidate. 

President Jacques Chirac 
is threatening a veto of Mr 
Duisenberg; but behind the 
scenes there is believed to be 
some movement, with the 
French relying ultimately on 
Chancellor Helmut Kohl to 
broker an elegant 
compromise. I 

The French government i 
still believes it possible to 
settle the issue in time for 
the May summit which will 
confirm which countries 
are to join the single 
currency. 


By Wfifiam Hail fa Zurich 


The Swiss government plans 
to go ahead and Introduce its 
own system of road pricing 
for heavy goods vehicles 
despite the collapse of an 
earlier tentative settlement 
with the European Commis- 
sion on prices Switzerland 
will charge European Union 
trucks crossing the Alps. 

The Swiss Federal Council 
said yesterday that it would 
not reopen talks on a pact 
that would have granted 
European 40-tonne trucks 
access to Swiss roads. 

Neil Kinnock, EU trans- 
port commissioner, and Mor- 
itz Leuenberger, Switzer- 
land’s transport minister. 
reached a deal last January 
under which Switzerland 
would lift its ban on 40-tonne 
trucks in return for being 
permitted to levy an average 
charge of Ecu20Q (S217), or at 
least SFt325 a truck. 

The charge fa an essential 
element in Switzerland’s 
commitment to shift a large 
part of transalpine truck 


traffic on to rail before 2004. 
Yesterday's decision to press 
ahead with the introduction 
of its own heavy goods 
vehicle duty, independent of 
the EU. underlines Switzer- 
land’s determination to 
reduce damage to the Alpine 
environment. 

An estimated lm trucks a 
year are diverted through 
Austria and France because 
of the current Swiss ban on 
40-tonne vehicles. Switzer- 
land's control of two of 
Europe’s main Alpine transit 
routes is its only strong bar- 
gaining counter In its bid to 
sign a pact with the EU. 

Disagreement over trans- 
port issues fa the main out- 
standing obstacle to a settle- 
ment between the EU and 
Switzerland, and the latter 
had pinned great faith on a 
successful outcome of last 
Tuesday’s meeting of EU 
transport ministers. 

Switzerland had ori ginall y 
wanted to charge up to 
SJT600 ($405) a truck but had 
been forced to accept a much 
lower figure as the price of a 


deal. However, Switzerland's 
bargaining position has 
become closely tied to the 
success of negotiations on 
the so-called Eurovignette 
issue, under which charges 
imposed on lorry traffic in 
the Alpine region should be 
set at comparable levels on 
different routes. 

Austria, in particular, is 
locked in a dispute with the 
EU over the tolls it can 
charge on its Brenner pass 
route. Tuesday's meeting 
failed to reach agreement on 
this and the question of how 
much trucks should pay to 
drive on EU motorways. 

The breakdown in the 
talks appears to have arisen 
mainly because EU countries 
could not agree among them- 
selves. The German govern- 
ment was particularly criti- 
cal of the latest Swiss 
proposal 

Swiss newspapers specu- 
lated that its resistance 
might have been prompted 
by fear of losing votes in 
Germany's federal elections 
on September 27. 


The Polish government’s 
plans for health care and 
other welfare reforms look 
set to be slowed down 
because the deputy prime 
minis ter in charge of the 
economy, Leszek BaJcerow- 
icz. wants to balance the 
public sector finances by 
2003. 

The minister's figures are 
contained in a medium-term 
financial strategy to run till 
2001, the next parliamentary 
election year. They are cur- 
rently being discussed by 
the government, made up of 
Solidarity Electoral Action 
(AWS) and Mr BalcerowicZ’s 
pro-business Freedom Union " 
(IIW), the junior coalition 
partner. 

Under the plan, a mere 
6bn zlotys <$L7bn> or 1 per 
cent of GDP can be spent 
next year on decentralising 
local government as well as 
on introducing pension and 
health service reforms. 

Much of this sum will go 
on local government reform, 
which is the centrepiece of 
the coalition's reform pro- 
gramme. Its introduction . 
this year is crucial to its 
credibility. 

At the same time, the pen- 
sion reform, due to come in 
at the beginning of next 
year, and aiming to switch 
people gradually into a pri- 
vate fund-based system, is 
crucial to increasing the rate 
of savings in the economy. 

This means that the main 
cuts envisaged by the finan- 
cial strategy will affect the 
health service reform, to 
which the AWS wing of the 
administration is strongly 
committed. 

Mr Balcerowicz’s strategy 
document warns that the 
health reform as at present 
proposed by AWS ministers 
would cost 9.8bn zlotys a 
year to implement 

The issue fa likely to pro- 
voke a major confrontation 
between them and Mr Bal- 
cerowicz's UW party. 

The AWS wants public 
health care funds, which 
would be financed directly 
from individual income tax 
payments, to be managed by 
a network of Health Funds. 
These would pay the bills 
patients run up at approved 
state-run and private hospi- 
tals and climes. 

The UW is arguing the 
payments can be made by 
the local government admin- 
istration. 


Moody’s may upgrade 
Italy and Spain rating 


Bilateral central rates, Intervention Emits, and Ecu central rates from March 16 1998 


100 mo 

ONTO Franco franc 


By Edward Luce 


Moody's Investors Service, 
the US credit rating agency, 
said yesterday it was likely 
to upgrade the sovereign 
credit ratings of Italy and 
Spain soon because of sub- 
stantial improvement in 
their fiscal positions. 

The upgrade would affect 

both domestic and foreign 
currency government debt 
ratings of Italy and Spain. It 
comes in advance of the near 
certainty the two will be 
selected for the first round of 
European monetary union at 
an EU s ummit on May 2. 

Moody's singled out the 
two countries for making 
i “genuine” strides to reduc- 
ing budget deficits over the 
past two years and expressed 
optimism that "peer pres- 
sure" would ensure these 
improvements would last 
after Emu. In addition, both 
countries stood to benefit 
from the wider effects of 
monetary union after it 
starts In January 1999. 

Spain, with a sovereign 
rating of Aa2. was last 
upgraded in February 1988. 
Italy, with an Aa3 rating, 


was last upgraded in July 
1996. “These two countries 
stand to benefit the most 
from a lower interest rate 
environment after Emu. 
because of positive effects on 
their debt servicing costs 
and on general economic 
activity," said the agency. 

Sqjarately, Moody’s said tt 
was planning to lift the 
“country ceilings'’ of Bel- 
gium, F inlan d, Ireland, Italy, 
Portugal and Spain to the 
highest possible rating. 

The move will take place 
once these countries for- 
mally qualify for Emu at the 
EU s ummi t It means that 
the euro zone, expected to 
comprise 11 countries, will 
in effect have an Aaa credit 
rating as a whole. Outside 
the zone, only the US, the 
UK and Switzerland have 
Aaa ratings. 

Lifting the country celling 
is not the same as upgrading 
a government's credit rating. 
Of the participants to Emu, 
only Austria. France, Ger- 
many, Luxembourg and the 
Netherlands are . likely to 
have Aaa ratings. 
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Gloves off for democracy Ukrainian-style 


Campaign mayhem and candidates’ failure to address the issues 
are leaving many voters unimpressed, writes Charles Clover 


W hen Igor Kurgut laced 
up his giant bee cos- 
tume and headed off 
to root for bis namlirfa faq in 
a televised pre-election 
debate in Kiev, he knew 
there might be trouble. 

Dressed as the mascot for 
the Reforms and Order 
party, one of about 30 politi- 
cal parties in Ukraine's par- 
liamentary and local elec- 
tions on March 29, be and 
bis colleagues were facing 
tbe feared Progressive 
Socialist party, which had 
threatened to throw them all 
in jail and resurrect tbe 
Soviet Union. 

Five on Five is the politi- 
cal equivalent of a gforiia+nr 
tight Twice a week for the 
past month, five candidates 
each from two political par- 
ties, chosen randomly, 
gather in an arena sur- 
rounded by a chain-link 
fence and slander each other 
for the better part of an 
hour, egged on by tbe pro- 
gramme’s popular hosts, 
Vyasheslav Pikhovshek and 
Mikola Veresen. 

With Mr Kurgut bouncing 
around in the background, 
the two parties started the 
evening with routine accusa- 
tions of massive fraud, 
moved on to insults such as 


“deprived of an intellect'* 
and ended with alleg ati on?; 
of adultery and bisexuality. 

“It was a battle without 
rules." Mr Kurgut remem- 
bered starkly. 

This observation could 
apply to the elections as a 
whole. After two months of 
campaigning, several candi- 
dates have been arrested, 
two newspapers closed, one 
television programme driven 
off the airwaves, and even 
the very existence of parlia- 
ment has been publicly 
threatened by officials in the 
president’s administration. 

Politics in Ukraine is 
polarised between the cen- 
trist Popular Democratic 
party, b ack e d by President 
Leonid Kuchma, and tbe left- 
wing opposition, an amal- 
gamation of the Commu- 
nists, tbe Socialist/Peasant 
party and tbe Progressive 
Socialists who together 
occupy a third of seats in 
parliament and are repre- 
sented by Oleksandr Moroz, 
the speaker. 

Between tbe two is the 
nationalist Rukh movement, 
also with a large representa- 
tion in pa rliament , centrist 
parties such as Reforms and 
Order, and parties tied to 
out-of-power political bosses. 


NEWS DIGEST 


MILLENNIUM BOMB 


French companies must 
report on plans for 2000 

French companies must disclose the cost and extent of their 
preparations for coping with the computer “millennium bomb” at 
the latest when releasing their 1998 annual accounts, the coun- 
try’s stock market watchdog said yesterday. 

The Commission des Operations de Bourse (COB) Issued a 
recommendation that companies should dsdose to shareholders 
how prepared their computers were for 2000, the measures taken 
to cover risks, contingency plans, the sums invested to bring 
about change and the. impact on financial performance. 

A study conducted last summer by Ernst & Young, the accoun- 
tancy and consultancy firm, concluded that French companies 
lagged behind their counterparts elsewhere in Europe and notably 
in North America in preparing for the millennium problem. 

Andrew Jack, Paris 

FRENCH ELECTIONS 


Jospin to reshuffle cabinet 

Lionel Jospin, the French prime minister, is expected to carry oik 
a minor cabinet reshuffle In the wake of last Sunday’s regional 
elections. The aim is to streamline the government teem assem- 
bled last June In the aftermat h of the Socialist-led eoaftion’s sur- 
prise victory in the general elections. 

The ruling parties are watching closely how the centre-right 
opposition will react to offers from the hardline National Front to 
Join forces on the regional councils. 

This horse-traring wlH determine how many of the 22 home 
regions the Socialists and their aides will control. In turn this win 
influence whether some members of the government leave for 
regional offlc& Robert Gkaham, Paris 


CZECH POLITICS 


Privatisation clash looms 

The Czech caretaker government yesterday announced plans to 
sell several state sharehokfings before elections In June, putting 
Itself on a collision course with the opposition Social Democrats. 

In an ambitious plan that has already been questioned by the 
qtgtp privatisation agency, the government said it wanted to sen 
by tender the state’s minority stakes In Ceska Pojistovna, the 
dominant insurance company. Aero Holding, an aircraft manufac- 
turer, and the mining companies Mostecka Uhefna and Sokol ov- 
ska Uhelna. It also wants to sell Its majority stakes In Paramo, a 
refining company, and Severocoske Doty, a brown coal mining 
company. 

The cabinet has also agreed to finalise the methods for privat- 
ising Its Shareholdings in three of the biggest banks - Komercni 
Banka, Ceska Sporiteina and Ceskosiovensfca Obchodni Banka - 
toe brewer Budweiser Budvar, the ratio transmission company 
Ceske Ftacfiokomunfkace. 16 regional gas and electricity cfistrlbu- 
tion companies, Cepro, toe oa pipeline operator. OKD, a coal 
mining company, and Unipetrol, toe petrochemicals comp any. 

The Social Democrats, whose support enabled the government 
to win a vote of confidenc e in January, has insisted that strategic 
privatisations should only be made by a newty elected administra- 
tion. Robert Anderson, Prague 


DRUGS IN SPORT 


Swimming coaches on trial 

The trial opened in Berfin yesterday of four swimming coaches 

and two sports doctors accused of harming young atfrttfes in for- 
mer East Germany by giving them banned performance-enhanc- 
ing drugs. .. . 

The coaches, Rolf Glaeser, Volker Frischke, Dieter Lmdemann 

and Dieter Krause, and the doctors. Dieter Blnus and Bemd Pan- 

sold, ail worked for the communist state’s SC Dynamo Berlin 
dub. They are ac nwpfvf of physfcafly harming female swimmers 
by dvtog them steroids with the agreement of the East German 
sporting authorities between 1975 and 1989. If convicted, they 
face up to five years In jail ... „ 

Prosecutors say the drugs ted to serious disturbances in mus- 
cular growth and some of the swimmers suffered meverstole 
physical damage. One female athlete even grew a beard, they 
allege. A number of coaches have admitted that doping played 
an Important part in the state's remarkable achievements in the 
1970s and 1960s. Reuters, Berfifl 
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This last group includes Hro- 
mada (Ukraine Forward), the 
party of Pavlo Lazarenko, 
the. former prime minister 
and sworn opponent - of Mr 

Kuchma, along with the 
Social Democratic party, a 
partnership of Leonid Krav- 
chuk, the former president, 
and Yevhen Marchuk, the 
former prime minister. / 

None of the factions has/ 
much hope of getting the 
226-seat majority required to) 
form a government, join] 
Nato, or rebuild commu-1 
nism. And none seems to be 
much interested in courting 
its rivals and forming alli- 
ances, either, instead so far, 
they have simply dug in and 
tried to annihilate each 
other. 

Last week, for example, 
Mikhail Brodsky, a candi- 
date for mayor of Kiev and 
publisher of Kievski Vedo- 
mosti, one of the most popu- 
lar opposition newspapers in 
Kiev, was arrested on 
charges of “illegal trading 
activity" connected to sell- 
ing of apartments, on the 
same day that Kievski Vedo- 
mosti published an article 
, insinuating tha t the Ukrai- 
nian prime minister had 
solicited a prostitute. 

Western diplomats and 


many Ukrainians agree that 
the arrest was probably 
political. “Brodsky was 
being used as a weapon in 
the hands of people, who 
were more powerful than 
him, to attack the presi- 
dent," said Yulia Mostavaya, 
political editor at the weekly 
Zerkala Nedelya. 

Kievski Vedomosti had 
also been used as the 
launching pad for allega- 
tions in January that offi- 
cials in the president's office 
had stolen more than $40m 
in funds to be used to recon- 
struct the “Ukraine" palace 
of culture in Kiev. 


n January the pro-Hro- 
mada newspaper Pravda 
Ukraini was closed by the 
minister of information and 
another pro-Hramada news- 
paper, Vseukrainsky Vedo- 
mosti, has been order e d to 
pay $L8m in libel damages 
for an article criticising the 
Dynamo Kiev football team. 
This will almost surely put it 
out of business. 

But despite the atmo- 
sphere of official intimida- 
tion of the media, Ukraine 
has on many counts a defen- 
sible democratic record - a 
sitting president has lost an 
election and subsequently 
left office and parliament 
has not been seriously weak- 


ened after a confrontation 
with the president, a not 
uncommon development in 
countries of the former 
Soviet Union. . 

But there is a first time for 
everything, and Mr Kuchma, 
along with officials in his 
administration, has implied 
on a number of occasions 
that be would prefer a 
weaker parliament, or even 
none at alL Many believe he 
is keeping the possibility 
open as a threat, but few 
think he would seriously 
consider risking a major con- 
frontation by disbanding iL 

While voters have found 
the pre-election mayhem 
immensely entertaining - an 
average 17m tune in every 
week to watch Five on Five 
- the lack Of real riicrncsinn 

about the issues have left 
many disgruntled. Their 
main concern is that the 
government and state enter- 
prises owe them millions In 
wage and pension arrears - 
equivalent to roughly 5 per 
cent of gross domestic prod- 
uct — and increasing. 

“It's their fault the coun- 
try is in such terrible 
shape,” said Tamara Shara- 
pova, a pensioner in the 
eastern city of Dneprope- 
trovsk, referring to the polit- 
ical parties, “and they want 
us to vote for them?" 


Milosevic faces freeze 
on Yugoslav funds 


By Guy Dhunore in Belgrade 

The six-nation Contact 
Group will begin freezing 
Yugoslav government funds 
abroad if President Slobodan 
Milosevic fails to meet 
today’s deadline for ending 
his police offensive against 
ethnic Albanians in Serbia’s 
southern province of Kos- 
ovo. 

Britain yesterday put for- 
ward a draft resolution at 
the United Nations to 
impose an immediate arms 
embargo on the rump state. 

Violence spread yesterday 
to the south-west town of 
Pec where, according to the 
main Alb anian party in Kos- 
ovo, police opened fire on 
demonstrators. One man 
was killed and several 
wounded. 

A Serbian government 
spokesman denied there had 
been casualties and accused 
protesters in Pec and other 
towns of stoning police and 
buildings. 

Tbe foreign ministers of 
France and Germany are 
expected to make a last-ditch 
attempt today to persuade 
Mr Milosevic to withdraw 
special police units from 
Kosovo, allow access for aid 
organisations, and open 



The Afoanian flag on show in 
Kosovo yesterday Picture Reuters 

meaningful dialogue with 
ethnic Albanian leaders. 

If not, tbe Contact Group, 
comprising the US, Russia 
and the four Tnain European 
powers, will intensify discus- 
sions on how to freeze gov- 
ernment assets, a US State 
Department spokesman said. 

The issue will head the 
agenda for foreign ministers 
meeting in Bonn on March 
25. They will also discuss 
whether further economic 
sanctions should be imposed. 

The Contact Group has 
not clarified what funds 
would be frozen, but James 
Rubin, the US spokesman. 


said Serbian companies 

would find it “extremely dif- 
ficult to have normal eco- 
nomic commerce if .they 
knew their assets were going 
to be frozen if they opened 
bank accounts". ■ 

The UN’s 15 -member Secu- 
rity Council is also due to 
vote on the UK’s arms 
embargo resolution by Fri- 
day. The resolution, which 
covers equipment that can 
be used for internal repres- 
sion or terrorism, was 
backed by all the Contact 
Group countries. 

More than 80 ethnic Alba- 
nians, including women and 
children, have been killed In 
Serbia’s offensive against vil- 
lages harbouring rebels of 
the separatist Kosovo Liber- 
ation Army. 

Strobe Talbott, a US dep- 
uty secretary of state, 
accused the authorities of 
waging a “brutal repressive 
campaign which involves 
ethnic cleansing, summary 
executions and mass expul- 
sions". Belgrade risked jeop- 
ardising “the long-term via- 
bility of the Yugoslav state," 
he added. 

Mr Milosevic, whose crack- 
down is supported by many 
Serbs, has rejected interfer- 
ence in Kosovo. 
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unrivalled experience in all aspects of 
electronics, this virtually indestructible 
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Dust- and drip-proof construc- 
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and water-resistant magne- 
sium alloy cabinet body is an 


jnsrrut- 


array of features that proves vital in the 
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with MM X~ technology, and an MR head- 
equipped vibration-damped 
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Bright, anti-glare LCD 
lets you work in full sunlight. 

A specially designed 12.1* TFT LCD 
reduces reflectivity to 0.5% and 
dramatically boosts brightness for 
unprecedented legibility outdoors. 





Lithium-ion battery for 
eight hours of in-field 
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THE AMERICAS 


Intelsat sale 

pressure 

increases 


By Nancy Dunne In Was h ingt on 

The commerce committee of 
the US House of Representa- 
tives yesterday began writ- 
ing controversial legislation 
to force the privatisation of 
Intelsat, the inter-govern- 
mental satellite consortium, 
by January 1 2002. 

If the legislation Is passed 
it is likely to prompt a fight 
within the consortium, 
where the majority of inves- 
tors are developing countries 
resentful of being dragged 
into a privatisation before 
they are ready. 

The proposed legislation 
would deny licences to any 
US company seeking to buy 
satellite time on Intelsat 
unless it bad been privatised 
by 2002 “in a manner that 
will not harm competition in 
the telecommunications 
markets of the US". 

The Clinton administra- 
tion has sought to promote 
Intelsat's privatisation but 
developing countries doubt 
they will be adequately 
served by private providers. 

Many of the countries 
have had only limited expe- 
rience with competition in 
telecommunications. There 
is also a view among emerg- 
ing economies that the sec- 
tor Is dominated by a few 
large corporations, most of 
them American. 

These organisations - 
such as PanAmsat and Orion 
Network Systems - are 


backing the legislation, 
introduced by Tom Bliley, 
chairman of the House com- 
merce committee, and Bill 
Tauzw. chairman of the tele- 
communications subcommit- 
tee. 

Supporters of privatisation 
say it would lead to lower 
prices and better services for 
consumers. Mr Bliley said: 
“It makes no sense in this 
day and age to have an inter- 
governmental provider of 
satellite communication ser- 
vices when so many private 
companies are chomping at 
the bit to serve this dynamic 
market.'' 

Comsat, the US represen- 
tative to Intelsat, opposes 
the legislation which would 
cost them their lucrative 
role in booking satellite 
time. 

A working part)' agreed 
last month to a compromise 
under which five existing 
satellites and one still in the 
planning stage would be 
spun-off into a privatised 
company called INC. Intelsat 
members would own 10 per 
cent of the new company, 
and the remainder would be 
sold in an international pub- 
lic offering. 

The issue is to be decided 
at a series of Intelsat meet- 
ings beginning today in Bra- 
zil. Mr Bliley is hoping to 
advance US legislation as 
quickly as possible to dis- 
courage approval of the com- 
promise plan. 



Colombia faces slog to regain 
position as economic paragon 

Stephen Fidler on the problems which will confront the 
successful candidate in forthcoming presidential elections 


T he resort city of Carta- 
gena, where the main 
yearly gathering of 
Latin American bankers and 
finance officials ended yes- 
terday, is one of the safest 
areas in Colombia. 

But participants at the 
In ter -American Development 
Bank meeting were nonethe- 
less guarded by thousands of 
soldiers and sailors - a 
reminder of how militarised 
Colombian society has 
become. 

Other recent developments 
have also damaged the coun- 
try’s image as the paragon of 
Latin American economies. 

The successful candidate 
in forthcoming presidential 
elections will need to check 
the slippage In the interna- 
tional standing of the econ- 
omy. and to solve the prob- 
lem of guerrillas, often 
linked with drug traffickers, 
who control 60 per cent of 
the countryside. 

Although Colombian poli- 
tics have never been less 
than difficult, the economy 
seemed to move ahead 
regardless. When other Latin 
American countries were In 
financial turmoil during the 
1980s' debt crisis, the govern- 
ment pursued conservative 
economic policies and never 
defaulted on its debts. 

As a result, the country 
gained and retained an 
investment grade credit rat- 
ing from the two main US- 
based credit rating agencies 
- a distinction it shared In 
the region only with Chile. 


But there are concerns 
about the quality of eco- 
nomic management under 
Ernesto Samper, the presi- 
dent, who ends his tour-year 
term in August He has been 
under fire from the US since 
the start of his term because 
he allegedly accepted drug 
cartel money to finance his 
1994 election campaign - a 
charge he denies. 

Although Mr Samper's 
opponents accuse him of 
spending liberally to muster 
support he denies charges 
that the economy has deteri- 
orated under his control. In 
an interview this week he 
said the achievements of his 
term included limiting for- 
eign debt, controlling the 
exchange rate, keeping inter- 
est rates low and blocking 
the flows of drugs money 
into the economy. 

He said unemployment 
would fall this year as the 
economy grew by more than 
5 per cent compared with 
World Bank forecasts of 4 
per cent 

But the government's fis- 
cal position has been weak- 
ened by factors outside Mr 
Samper’s control, such as 
the introduction of a new 
constitution in 1991. which 
decentralised government, 
and private pension fund 
reform, which cut contribu- 
tions to the government's 
social security fund. 

Standard & Poor’s, the rat- 
ings agency, altered the 
country's rating outlook 
from positive to stable late 
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last year. A further cut from 
BBB- status would lead to 
Colombia’s downgrading to 
junk bond status. 

But Lacey Gallagher, of 
S&P. says there is no reason 
to believe a downgrade is 
imminent, since the econ- 
omy retains many strengths. 
She says that part of the rea- 
son why Colombia looks 
weaker now compared with 
other countries in Latin 
America is that other coun- 
tries have improved their 
economic management 

Although Colombia once 
boasted one of the lowest 
inflation rates in the region, 
its 17.7 per cent level last 
year was the second worst 
after Venezuela among the 
larger Latin economies. Col- 
ombia's AS per cent ncm-fi- 
nandal public sector deficit 
was second only to Brazil's. 

Ms Gallagher says the 
guerrilla conflict could 
potentially damage Colom- 
bia's credit rating. “If it con- 
tinued to deteriorate,” she 
said, “that would put their 
rating in jeopardy". 

US officials say the inten- 
sification of the guerrilla 
war is worrying Washington, 
which last month lifted the 
decertification it had applied 
because it felt Colombia had 
not co-operated sufficiently 
in the war against drugs. 

The US is considering 
extending the help it gives to 
the country's armed forces. 
US forces are backing the 
military's anti-drugs efforts, 
and officials say the Penta- 



FARC guerrillas enter a Colombian 

gon is considering extending 
this support to anti-guerrilla 
operations. 

Mr Samper said in this 
week’s interview that he 
would accept such help if it 
was offered. “You cannot 
separate one thing from the 
other," be said. 

“The guerrillas, especially 
the FARC, have a commer- 
cial alliance for the produc- 
tion and distribution of 
drugs." He added that two 


town shortly after ambushing government troops Picture AP 


groups, the FARC and ELN, 
had cost the nation 3.5 per 
cent of gross domestic prod- 
uct a year. 

But Mr Samper will soon 
be out of the picture, to the 
relief of Washington. Hora- 
do Serpa, Mr Samper's Lib- 
eral Party ally, leads in opin- 
ion polls in the run up to the 
first round of the presiden- 
tial election in May. If Mr 
Serpa wins he will have the 
backing of the majority of 


Congress, elected on March 
A 

Opposing him Is Andr£s 
Pastrana, the Conservative 
candidate who lost in the 
1994 election. Alfonso Valdi- 
vieso, the respected former 
prosecutor, is his prospective 
vice-president. Whoever 
takes over, the economic and 
political challenges faced 
will be greater than those Mr 
Samper confronted when he 
took office. 


Earthquake studies shake belief in ‘Big One’ 


By C hri s to ph er Partes 
in Los Angeles 

The “Big One" - the 
shattering earthquake 
stream widely considered 
inevitable in southern Calif- 
ornia. Is a mirage, geophysi- 
cists claimed yesterday. 

The theory, which shook 
the region when disclosed by 
the Southern California 
Earthquake Centre (SCEC) 


three years ago, was dis- 
counted at a conference of 
the Seismologies! Society of 
America in Colorado yester- 
day. 

Delegates also dismissed 
the belief that too few “trem- 
blers 1 ' had occurred to dis- 
perse the pent-up forces of 
fault movement, and that . 
this so-called “quake deficit" 
would lead to increased seis- 
mic activity. The theories 


are expected to reopen the 
debate on earthquake insur- 
ance premiums. 

“If this information 
become the basis for the rate 
structure, public pressure 
will continue, and ultimately 
premiums will have to be 
rebased." one scientist said. 

Thomas Henyey, SCEC 
director, who promulgated 
the deficit theory, recanted 
in the foce of pew work by 


the US Geological Survey 
(USGS) and independent 
teams at the University of 
Southern California and the 
University of California. Los 
Angeles. 

Ross Stein, a USGS geo- 
physicist, said previous 
assumptions for activity in 
the populous south of the 
state had been based on data 
going back to the 1849 gold 
rush in the north - an area 
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with a different fault struc- 
ture from that around Los 
Angeles. 

The new work had been 
based on seismic movements 
In the south since 1903, 
when the region had become 
more densely populated, 
with more reliable news 
media. 

Thomas Hanks, Mr Stein's 
collaborator, said no statisti- 
cally significant variation 


had occurred in the number 
of magnitude 6 or greater 
earthquakes in southern Cal- 
ifornia from one decade to 
another this century. 

“There is no evidence that 
the rate of magnitude in 
earthquakes in southern Cal- 
ifornia is increasing at the 
present time or at any other 
time in the 20th century," be 
told the Seismological Soci- 
ety’s annual meeting. 
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West is still 
best for nation 
on the move 

Pacific and Rocky Mountain states remain 
popular destinations, writes Gerard Baker 


S till in search of sun, 
space, freedom and, 
perhaps above all, jobs, 
the US population continues 
to migrate to the south and 
west, according to figures 
published this week by the 
Census Bureau. 

In its annual census esti- 
mates of population growth 
by county, the bureau 
reported that the western 
states of the Pacific and 
Rocky Mountain regions led 
the way last year, as they 
have done for most of the 
century. 

Overall, the US population 
grew 0.9 per cent in 1997. 

The annual census figures 
are watched closely by fed- 
eral and state governments 
and lawmakers. They deter- 
mine overall levels of federal 
and state grants for services 
such as education and trans- 
port 

Over time they also dictate 
trends in the most hotly con- 
tested of demographic issues 
- electoral districting. 

Broken down by regions, 
there was growth of 0.2 per 
cent in the north-east; 0.6 
per cent In the mid-west; 1.3 
per cent in the south and L.6 
per cent In the west 
Douglas County, south of 
Denver, Colorado, led the 
nation in 1997 with 12J} per 
cent growth from 1996. It 
was the fourth consecutive 
year that the county has 
been the leader. 

Two other Colorado coun- 
ties nearby were in the top 
10: fourth was Park County, 
about 60 miles south-west of 
Denver, with 8.9 per -cent 
and sixth was Elbert County, 
east of Parker, with 8 per 
cent 

Georgia, an increasingly 
attractive and economically 
vibrant southern state, also 
had three counties In the top 
10, the others were in Texas, 
Virginia. Nevada and South 
Dakota. There were no coun- 
ties in north -eastern states 
in the top 10. 

In terms of population 
numbers, the largest 
increases were recorded in 
Maricopa County, Arizona 
and Los Angeles County, 
California. Los Angeles also 
remained the largest county 


in the US. with more than 
9m residents - larger than 
about a third of the states. 
California in fact has 
reversed its population 
declines of recent years: in 
1994, at the bottom of its 
long recession, the state lost 
430,000 residents but last 
year saw its population grow 
by 410.000. 

The steepest decline was 
in Alaska's Ketchikan Gate- 
way Borough County, which 
lost 4.6 per cent of its resi- 
dents. 

Many of the largest per- 
centage losers were in the 
south and mid-west But this 
change owed less to national 
migration patterns than to 
another trend - the so-called 
“doughnut effect" whereby 
populations shift away from 
cities towards surrounding 
suburban areas. 

Outlying suburbs grew at 
average rates twice as fast as 
inner city counties. 

Metropolitan counties 
grew 1.3 per cent between 
1996 and 1997, but outlying 
counties in the same popula- 
tion areas increased by 2.6 
per cent. 

That pattern - with thin- 
ner populations in cities and 
denser figures in surround- 
ing counties - was seen 
most markedly in urban 
areas such as Minnea- 
patis-SL Paul, Atlanta, Nash- 
ville, Tennessee, Dallas-Fort 
Worth and San Antonio, 
Texas. But there was also 
some small statistical valida- 
tion for the much-vaunted 
claim of American urban 
renaissance in the last few 
years. 

As well as Los Angeles 
and its surrounding coun- 
ties, which recorded strong 
growth last year. New York 
County, otherwise known as 
Manhattan, recorded growth 
of 0.6 per cent last year and 
overall growth of 3 per cent 
since 1990. 

There was a more ftmiiiar 
tale of decline in some other 
big cities, however. 

Most notable was a 2 per 
cent fall in the District of 
Columbia. Washington's pop- 
ulation has fallen by 13 per 
cent since the start of the 
decade. 


NEWS DI GE S T 

CUBAN JDEBT DEAL 

Havana sets sights on 
Japanese investment 

The Cuban government hopes that a rescheduling agreement 
covering YlOObn ($780m) of debt owed to more than 180 Japa- 
nese companies will open the way for Japanese investment on 
the communist-ruled island and send a message to the US that 
its economic squeeze against Cuba is not working. 

The debt accord was signed yesterday in Tokyo by Francisco 
Soberon, Cuba's central bank chief, and Takehiko Tsuchiya, head 
of the Japan-Cuba economic conference, a private group of Jap- 
anese companies with business links with Cuba. 

While Canadian, European and Mexican investors have entered 
the Cuban market in the last few years, Japanese investment has 
up to now been conspicuous by its absence. This was largely 
because of some $2bn of unpaid debt owed by Cuba to Japan, 
half of it to Japanese companies. Mr Soberbn. who has been 
leading Cuba's efforts to renegotiate parts of the island’s more 
than $10bn foreign debt with individual creditors, said he hoped 
the debt accord would provide an opportunity for Japanese 
investment In Cuba. Pascal Fletcher, Havana 

VENEZUELAN ALUMINIUM 

Workers return to work 

Workers at Venezuela's state aluminium company due for privati- 
sation returned to work early yesterday after settling their six-day 
strike on terms which worried one of its two remaining prospec- 
tive buyers. 

The government agreed to union demands to pay a Bs500,000 
($961) "productivity bonus" to Venezuela Aluminium Corporation's 
(VAC) 9,000 plus employees. The deal is expected to give the 
unions more negotiating power. Alfredo Rivas, VAC vice-presi- 
dent said workers had wanted reassurance that the new owner 
would indeed negotiate "a angle collective contract". 

The government had been under pressure to reach an Immedi- 
ate agreement to avoid alienating the remaining prospective buy- 
ers for VAC, which is earmarked far sale on March 25 

a Mrl S ,a t^ d ! he C0n80rtium 01 No"* Hydro of Noway and 
Reynofosof the US had raised concerns about the Implications of 
the accord. Representatives of the consortium yesterday arrived 
In Venezuela to meet Ihe head of FIV, the privatisation agency 
and to inspect the VAC plants. Raymond 

BANKB0ST0N 

Probe into $70m loans 

BankBoston Corp has begun a probe of $70m in loans made bv 

York banking 

document filed by the company said yesterdav The honi, 

theSecurttfes and Exchange Commission, said. 

The bank has Identified and is Investtaatina th* 

a ^ of loans to 

officer in its jnternatlonal private banMng^^i^f?^ ' 
loans have been placed on non-accrual 
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HEALTH INSURERS 


Study hits at industry 

X^utna, * - in 9 de^"X^ 


The Kaiser Family Foundation concludes th*t th. ■ 

•rarket cannot solve the needs of 
have no health insurance. It said i^S 
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Patten says aid 
should help ease 
investment flow 


INTERNATIONAL 


By Peter Mfistagnon, Asia 

Editor, in London 

A main purpose of official 
development aid should be 
to help create the circum- 
stances where more private 
investment, including that 
from multinational corpora- 
tions, can flow to developing 
countries. Chris Patten, for- 
mer Hong Rong governor 
and UK development minis- 
ter said yesterday. 

Mr Patten acknowledged 
in the annual Nestle devel- 
opment lecture that this 
view ran counter to the com- 
monly-voiced opinion, of aid 
lobbies that assistance 
should be applied to the alle- 
viation of absolute poverty. 
Other aims , including the 
promotion of good govern- 
ment which could foster a 
sound investment climate, 
were important, he argued 
in the annual Nestld devel- 
opment lecture. 

It was not generally recog- 
nised that the value of pri- 
vate flows far exceeded offi- 
cial aid. 

"The best recipe for pov- 
erty is growth," he added. 
Some of that growth should 
result from the operations of 
multinational companies 
attracted to work in poorer 
countries. 

“It would be helpful if 
more members of the aid 
lobby would recognise that 
the operations of multina- 
tionals. when properly man- 
aged and directed, are the 


best means of technology 
transfer to the poor yet 
devised, or likely to be 
devised.” 

To talk about aid unlock- 
ing the door to private 
investment is not to suggest 
that it should be used to dis- 
tort economic fundamentals, 
to subsidise rich investors or 
buy projects or market share 
for developed country inter- 
ests. he said, but it should be 
used to create conditions 
where markets can begin to 
operate benignly. 

Open markets, fiscal pru- 
dence, high savings and 
investment in education 
were all factors, he said. 
These were among Asia’s 
strengths, but a weakness 
which had helped cause the 
economic crash was that its 
economic structures had out- 
grown its political systems. 
Asia had suffered from hav- 
ing closed, authoritarian 
governments prone to crony- 
ism, nepotism and graft. 

“Good government is a 
proper object of aid and aid 
donors, and good govern- 
ment Involves openness, 
accountability, representa- 
tive institutions and the rule 
of law.” Democracy was not 
enough, but it was usually a 
good starting point for devel- 
oping the conditions for a 
decent, free and reasonably 
prosperous life than any 
other system, he said. Aid 
donors should not be coy 
about seeking to promote it 


NEWS DIGEST 


HEALTH 


HIV/Aids infecting 50,000 
a month in South Africa 

South Africa is suffering from one of the world’s worst epidemics 
of HIV/Aids aid the virus continues to spread rapidly, infecting 
about 50,000 people a month, according to figures released by 
the health ministry yesterd a y. The latest annual survey, based on 
blood tests of pregnant women at public clinics, found 16 per 
cent were infected at the end of 1997. The prevalence of HIV 
increased rn eight of the country's nine provinces. 

In the worst hit province, KwaZulu-Natal, the rate rose to 27 
per cent from 20 per cent in 1 996; the Western Cape was the 
least affected, with a rate of Just over 6 per cent. "HIV/Aids is the 
single most important threat to the country’s social stabffity, eco- 
nomic prosperity and to our very survival as a nation,” Dr Nkosa- 
zana Zuma. health minister, told parliament in Cape Town last 
week. “Figures Indicate the epidemic is stfll ravaging our country 
unchecked.* Most victims are in the economically active age 
group between 15 and 40. 

Dr Zuma predicted the disease would have a "very serious" 
impact on the economy as breadwinners fell side and tied, leav- 
ing their orphaned children In the care of the state and putting a 
huge strain on the welfare budget Southern Africa’s trarftion of 
migrant labour, which separates men from their families for 
months at a time, has quickened the spread of AIDS in the 
region. Victor Mallet, Johannesburg 

VEHICLE EXPORTS 

Dubai plans shipping facility 

Dubai, a major export point for shipping vehicles to Asia and 
Africa, plans to establish a $16.6m vehicle re-export facility. The 
facility, to be built new the mouth of Dubai Creek, would raise to 
11,000 vehicles the number of care re-exported every month from 
around 6,500 per month during last year, according to a customs 
official. Construction on the facility is scheduled to begin next 
month and is expected to take six months to finish. The facility 
will Include a car depot, customs offices, bank and insurance 
offices and other facilities. Dubai is building the facility to reman 
competitive In the re-export business es the project will reduce 
the burden on storage facilities at Difoai’s ports without raising 
costs for exporters. Reuters, Dubai 


HUMAN RIGHTS 


Algeria denies problem 

Algerian foreign minister Ahmed Attaf yesterday dismissed sug- 
gestions the United Nations should send experts to investigate 
killings In his country, saying “there Is no human rights problem in 
Algeria". Mr Attaf told a news conference on the sidelines of the 
annual UN human rights forum in Geneva that Algeria needed 
help in combating terrorism, not human rights experts. “In Algeria, 
the number one problem is terrorism," fie said. “Them is no 
human rights problem in Algeria." Mary Robinson. UN human 
rights chief, has urged Algeria to allow an independent inquiry 
Into atrocities in the country, where rights cyoups question the 
willingness and ability of the army and security farces to protect 
Civilians. 

The London-based rights group Amnesty International says an 
estimated 80,000 people, mckrfng 5,000 since October, have 
died in Algeria’s violence since 1992 when authorities cancelled 
polls Islamists were poised to win. Reuters, Geneva 


ISRAELI IMPORTS 


Law bans non-kosher meat 

Israel's parliament banned Imports of pork and other nan-kosher 
meals yesterday, passing a law attacked by a leftist legislator as 
a surrender to religious coercion- "I think it fe outrageous bringing 
in religious coercion from the back door and tampering with con- 
stitutional provisions.” Naomi Chazan of the leftist Meretz party 
said. The 66-1 7 vote engraved in law what was already the status 
quo In the Jewish state. 

Strict dietary laws forbid Jews from eating pork and the meat 
of other animals barred by the Bible. Kosher marts have to be 
slaughtered and prepared according to strict rehgious proce- 
dures. Many Jews in Isrual ignore the injunctions. 

White non-kosher meat Imports have been bannedjsr^efor 
years have cfined on locally produced non-kosher products. 'The 
r5y ironic thing is you can buy non-tosher me* t produced* 
Israel but you just cant import it," Mr Chazan said. _ 

“We essentially gave this law as a gift to the coabtion. Elie 

Goldschmidt of the Labour party said. 

Religious parties, which often make and break «alitois, were 
pushingfor the law and commentators said they had 
acoalition crisis if ft was not passed. Reuters, Jerusalem 



Why Israel’s prime minister picked a 
fight with the European Union 

Judy Dempsey on the politics behind Netanyahu’s snub of the UK foreign minister 


UN secretary-general Kofi Annan meets a Palestinian woman in a 
refugee camp in Jordan yesterday, at the start of his nine-day tour 
of die Middle East Picture Reuters 


B enjamin Netanyahu, 
Israel's prime minister, 
may have gained in the 
short term by snubbing 
Robin Cook, UK foreign sec- 
retary. But in the long term, 
unless he moves ahead with 
peace talks with the Pales- 
tinians, Israel will face 
increasing isolation. 

This is not only the view 
of diplomats who ye ste rday 
described Mr Netanyahu’s 
riprifrirwi to CUCCl a dinner 
and shorten his meeting 
with Mr Cook, as “cow- 
ardly”. It Is also the view of 
Israel’s opposition politi- 
cians and commentators. 

“What should interest us 
and concern os as citizens is 
the terrible isolation that 
has been brought upon us 
and closed in an Israel from 
an sides” said V nasi Swiri, 
head of Meretz. the leftwing 

party and a minister In 

former Labour government 
“This primp miniwter tries to 
deceive us when he says 
everything is fine.” 

The reality, according to 
European Union diplomats, 
is another matter. They said 
they would not turn a blind 
eye to Israel expor tin g goods 


under an Israeli label from 
the West Bank and Gaza. 
Israel, they add, would not 
be able to ignore an EU 
response should Yassir Ara- 
fat president of the Palestin- 
ian Authority decide to 
declare a Palestinian state. 
And since Israel was 
Europe's largest trading 
partner, it would not be able 
to ignore the impact Eco- 
nomic and Monetary Union 
would have an its economy 
when it is Introduced next 
year. 

Closer to home, at a meet- 
ing of the Organisation of 
the Islamic Conference in 
Qatar on Tuesday, Islamic 
states were urged “to recon- 
sider such relations [with 
Israel] by closing missions 
and offices*. Even in the US, 
where the Jewish commu- 
nity is in any case for from 
homogeneous, donors are 
rethinking their relationship 
with Israel. 

And at home, Israel’s busi- 
ness community, privately, 
is seething with Mr Netan- 
yahu. Having been the main 
winners of the peace process, 
managers they found it 
impossible to defend a gov- 


ernment reluctant to con- 
sider tbe consequences of 
destroying the Oslo peace 
accords and damaging its 
relations with Europe. 

Such criticism, however, 
appears to have no impact 
on Mr Netanyahu, according 
to senior Labour politicians. 
“It is his own version of the 
politics of self-fulfilling 
prophecy. Netanyahu can 
now say to Israelis: *You see. 
I told you so. Tbe whole 
world is against ns. 1 am the 
only one who win stand up 
for you’,” said a Labour 
party official. 

T his view, said diplomats, 
is exactly what a section 
of Israeli public opinion 
wants to hear. 

“It is great election cam- 
paign material. Everything 
Netanyahu does is about 
planning his next victory,” 
said an EU diplomat. Indeed 
Mr Netanyahu’s tactics have 
left Ehud Barak, leader of 
the Labour opposition, 
scrambling for a strategy to 
capture the centre without 
rnimiciring the prime minis- 
ter. 

Elections aside, diplomats 


believe it was always Mr 
Netanyahu’s intention to 
snub Mr Cook in order to 
divide and rule - pit Europe 
against the US so that the 
EU would not be in a posi- 
tion to -put pressure on 
Washington to in turn put 
pressure on Israel. 

“Despite all his lip service 
to the Europeans, Netan- 
yahu never wanted an EU 
role. He can justify this to 
the US by saying the Euro- 
peans are not even-handed." 
said an Israeli diplomat 

But there might be a price 
to pay for shutting out 
Europe if and when it forms 
a coherent strategy towards 
the peace process. In a com- 
mentary in yesterday's 
Yediot Ahronot, Israel's 
mngq circulation daily, Shi- 
mon Shifter wrote: “The 
ugly atmosphere serves 
Netanyahu in the short 
term. But there is no guaran- 
tee in the long run that 
Israel will gain. . . It needs 
friends. In the end, the colli- 
sion with the EU could lead 
to sanctions that could dam- 
age Israel's interests." 
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There’s a telecommunications revolution going on in Central and 
Eastern Europe. And ING Barings is ahead in helping to bring 
advanced communications to millions of people. 

From Hungary to Romania we’re credited with arranging 
nearh- twice as many loans as our nearest rival in Central and Eastern 
Europe. With transactions totalling US$ 1.3 billion in 1997 we’ve 
arranged 40% more deals than anyone else, according to Loan ware. 


there. 


Two unique assets make us number one; an on-the-ground 
presence which gives us better understanding of these markets, and 
the strength of our corporate and investment banking network 
For more information on why were number one in telecom 


financing contact www.ing-barings.com or foe +31 20 563 5505. 
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one of the Lupcs linanaa] services groups m Europe, and is regulated by the SFA for tbe conduct of investment busmen in die UK. ■ n part of ING Group, 
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ASIA-PACIFIC 


Managers dominate 
new China cabinet 


By Janies Kynge in Beijing 

China announced a new 
cabinet yesterday which 
appeared to be designed to 
boost the bold economic 
reform programme of Zhu 
Rongji, the country’s new 
premier. 

The reshuffle was marked 
by the elevation of techno- 
crats and hands-on manag- 
ers in the mould of Mr Zhu. 
They are faced with one of 
the most difficult phases in 
nearly two decades of Chi- 
nese economic reform. They 
must try to re invigorate a 
technically insolvent state 
hanking system and over- 
haul a state Industry sector 
of about 370.000 enterprises, 
many of which are losing 


money and deep in debt. 

“Mr Zhu has made his 
mack. This cabinet is made 
up of experts and techno- 
crats who will try to carry 
out the reforms.” said an 
official Mr Zhu became pre- 
mier on Tuesday- 

Prominent among the 
appointments was Xiang 
Huaicheng, 59, as the coun- 
try’s finance minister. He 
has served 26 years in the 
finance ministry and was a 
deputy finance minister and 
a deputy director of the state 
taxation administration. 

His appointment reveals 
the priority Mr Zhu places 
on rationalising China’s inef- 
ficient taxation system in 
order to boost state 
revenues, economists said. 


Dai Xianglong, the current 
governor of the People's 
Bank of China, the central 
bank, and a close ally or Mr 
Zhu, remains in his post 
Perhaps the most unusual 
appointment was that of 
Sheng Huaren, the president 
of the China National Petro- 
chemical Carp (SinopeC), to 
head the new State Eco- 
nomic and Trade Commis- 
sion CSETC). The SETC. 
which absorbed six minis- 
tries in an overhaul of gov- 
ernment announced this 
month, is expected to 
assume a planning role for 
industrial development, ana- 
lysts said. The elevation of 
Mr Sheng, who has been 
with Sinopec since 1983, 
shows the importance that 



Chinese President Jiang Zemin (left) with new premier Zhu Rongji 


Mr Zhu places on practical 
business experience rather 
theoretical knowledge. 

The new foreign minister, 
Tang Jiaxuan. is a career 
diplomat who speaks fluent 
Japanese and served for sev- 
eral years in China's 
embassy in Tokyo. Qian 
Qichen. who resigned as for- 


eign minister this inmitr.. 
will, hoiwver. retain a K«.-v 
role in foreign poli>*i plan- 
ning as vice-premier. 

The trade port Mm iis** 
also unric-rumiv important 
changes. Shi Guan-^sheiie. .i 
deputy minister, replaces 
Wu Yi as minister of lbn.-i:m 
trade and economic co-opera- 


tion Madam Wu. one of Chi 
lid's i.juyhesi negotiators, is 
promoted to state councillor 
nut whether she will con 
tinut- to steer trade policy is 
].'>■= clear, especially because 
l.i l.amiing. a vice-premier 
v. uh overall authority for 
mule, has been promoted to 
rust vice-premier. 


North Korea 
refutes Seoul 
report on talks 


By Jolui Burton in Seoul 

A North Korean official 
yesterday denied South Kor- 
ean government statements 
that Pyongyang was ready to 
resume direct t alks with 
SeouL 

Li Gun. the deputy head of 
North Korea's delegation to 
peace talks in Geneva, said 
reports that Pyongyang was 
willing' to reopen inter- 
Korean dialogue after a four- 
year hiatus were miscon- 
trued. according to the 
South Korean news agency 
Yonhap. 

Seoul has 
promoted 
reconciliation 
towards the 
North 

According to Park Chung- 
soo. the South Korean for- 
eign minis ter. Mr Li told the 
head or Seoul’s delegation to 
the peace talks that North 
Korea was willing to resume 
bilateral discussions. 

Kim Gye-hwan. chief 
North Korean negotiator at 
the Geneva talks, said 
Pyongyang’s position on 
inter-Korean dialogue had 
been fully explained in 
letters sent to Seoul last 
month. North Korea then 
said it was ready to engage 
in a wide range of contacts 
with political parties and 
social and religious organisa- 
tions in South Korea, but left 
unclear whether it was will- 
ing to conduct direct talks 


with the Seoul government 

North Korea also attached 
stiff conditions to the pro- 
posed. contacts, including 
demands that 37,000 US 
troops leave South Korea, 
the abolition of Seoul’s intel- 
ligence agency and an end .to 
the anti-communist national 
security law. 

Mr U said Seoul proposed 
inter-Korean talks to discuss 
bilateral issues and explain 
the new government’s policy 
on North Korea. The govern- 
ment of Kim Dae-jung has 
promoted a policy of recon- 
ciliation towards North 
Korea. It announced yester- 
day that it would allow civic 
groups to visit North Korea 
to help the nation deal with 
its famine. 

North Korea has refused 
to hold bilateral talks with 
the South Korean govern- 
ment since Kim Young-sam, 
the former president, refused 
to otter condolences on the 
death of North Korean 
leader Kim Il-sung in 1994. 

North and Sonth Korea, 
together with the US and 
China, are meeting in 
Geneva to discuss a possible 
peace treaty that would 
replace the armistice that 
ended the. 1950-53 Korean 
war. The Geneva negotia- 
tions, which began on Mon- 
day, have been mired in pro- 
cedural wrangling and have 
produced no breakthrough. 

Analysts believe the peace 
talks could drag on for 
months or even years as 
North Korea is insisting cm 
the withdrawal of US troops 
from South Korea, a demand 
rejected by Washington and 

SeouL 


MONETARY POLICY RESERVE BANK ACTS OVER ASIAN TURMOIL 

NZ eases inflation 
reins to boost growth 


By Tary Hafl in Wetogton 

New Zealand’s central bank 
says it will allow a rise in 
inflation to spur economic 
growth, which has been 
depressed by the Asian 
financial crisis. It is the first 
time Don Brash, Reserve 
Bank governor, has advo- 
cated such a policy since he 
took over at the bank in 
1988. 

Mr Brash said the change 
was necessary to offset the 
.consequences of ‘ lower 
demand now being felt 
throughout the economy. 
Earlier this week the bank 
startled financial markets by 
announcing an unexpected 
easing in monetary policy. 

Inflation will be allowed to 
rise from the present level of 
IK per cent to 2.1 per cent by 
June, although this is stQI 
below the 3 per cent statu- 
tory ceiling imposed by gov- 
ernment. The bank esti- 
mated that this higher level 
of inflation would permit the 
economy to grow 6.6 pa* cent 
over the next two years.' 

Mr Brash said the bank 
would need to show consid- 
erable flexibility in handling 
problems affecting the econ- 
omy. This followed a more 
detailed assessment of prob- 
lems stemming from the 
Asian crisis that had been 
made since the bank last set 
a monetary policy frame- 
work in December. The gov- 
ernor indicated the govern- 
ment would be more 
aggressive in dealing with 
the fallout from the Aslan 
crisis. 

He warned that any deep- 
ening of the crisis could 
have significant repercus- 
sions for New Zealand 


Hew Zealand interest rates 
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exports, especially agro-prod- 
ucts. 

The Reserve Bank said the 
Asian crisis, coupled with 
drought conditions through- 
out much of the country 
which has hit agricultural 
production, had led to falling 
business and consumer con- 
fidence. This tended to 
ignore prospects for positive 
growth for the US and 
Europe. 

Other risks facing the 
country included the wors- 
ening current account defi- 
cit. If this deteriorated 
sharply it could lead to a 
weaker New Zealand dollar, 
and interest rates might 
have to be higher than fore- 
cast. 

Domestic issues facing the 
economy included large cash 
injections stemming from 
tax cuts, and the unknown 
inflationary impact of a 
series of share giveaways 
from insurance companies. 

Given the complexity of 
these issues, Mr Brash 
warned that the Reserve 
Bank would resist “vigor- 
ously" any sign that the 



financial markets were 
attempting to ease monetary* 
policy ahead of its policy tar- 
gets. 

To assist tbe financial 
markets the bank is moving 
to a new system of quar- 
terly. rather than sis 
monthly, statements on 
monetary conditions. The 
bank will continue to issue 
other warnings of its inten- 
tions as required. 

It expects the focus of its 
monetary policy easing to 
lead to a fall in the value of 
the New Zealand dollar, 
rather than lower domestic 
interest rates. 

Last night the New Zea 
land dollar had slipped by 
more than one cent against 
the US dollar, bringing the 
total foil to 19 cents over the 
past nine months. 

The trade weighted index 
also fell from 61.5 to 60.5. 
The key 90 day bill rate rose 
0.20 points to 8.80 per cent, 
indicating that despite the 
general easing of policy, 
borne owners, whose mort 
gage rates are set by this 
rate, will not enjoy benefits. 


CONTRACTS & TENDERS 







REPUBLIC OF CROATIA 
COUNCIL FOR TELECOMMUNICATIONS 

Pursuant to the Article 14. Item 1 of the Law on Telecommunications ("National 
Gazette”, No. 53/94), the Council for Telecommunications hereby announces an 
international 

TENDER 

for granting a concession to construct and operate 
a nation-wide digital cellular communications 
network In Croatia (GSM). 

The Council for Telecommunications intends to 'grant one concession to 
construct and operate digital cellular communications network within the Republic 
of Croatia. The scope of the concession will cover frequencies in the GSM 
frequency band. 

The term of the concession will be 10 (ten) years. ■ 

The concession will be granted based on a comparative evaluation of the 
applications filed by interested parties. The tender document sets out the 
procedures and requirements relating to the preparation, submission . and 
evaluation of application for the GSM concession. 

In order to obtain a copy of the tender document, interested parties should 
submit a written request for the tender document identifying the name, address, 
telephone number and facsimile number of the legal entity making the request 
to Ministry of Maritime Affairs, Transport and Communications. Prisavlje 14, 
HR-10 000 Zagreb, Croatia. 

Request for the tender document must be accompanied by the proof of 
payment of 30.000 kuna. Payment of such amount must be made on the account 
of the Ministry of Maritime Affairs, Transport and Communications, Account No: 
30102-789-2799. 

Only legal entities which purchase the tender document may participate In the 
tender procedure. 

A non-refundable fee of 150.000,00 kuna is also payable to the same account 
of the Ministry of Maritime Affairs, Transport and Communications when 
submitting application to the tender. 

The deadline for requesting the tender document Is 16.00 hours by Central 
European Time on 15 Apr3 1998, 

The closing date for the receipt of completed applications is 16.00 hours by 




HK drops fraud 
case against 
top publisher 


By Join R)ABqg In Hong Kong 

Pro-democracy politicians in 
Hong Kong yesterday 
demanded tbe government 
explain its decision not to 
prosecute SaEy Aw. a promi- 
nent publisher and a mem- 
ber of a Chinese political 
advisory committee, in a 
fraud case involving her 
company. 

Critics warned the deci- 
sion not to charge Ms Aw 
could raise concerns about 
the rule of law in the terri- 
tory following last July’s 
return to Chinese sover- 
eignty. It follows contro- 
versy over a decision by the 
judicial authorities last 
month not to prosecute Xin- 
hua, one of China’s main 
official bodies in the terri- 
tory, for an alleged breach of 
privacy laws. 

Tbe Independent Commis- 
sion Against Corruption 
(ICAC). the territory’s anti- 
corruption watchdog, said on 
Tuesday that Ms Aw was 
involved in a conspiracy to 
defraud advertising clients. 
Three people were charged, 
including senior executives 
of Hong Kong Standard 
Newspapers, part of Ms Aw’s 
Sing Tao Holdings. 

“We must not allow people 
to think there are two roles 
of law." said Martin Lee, 
leader of the Democratic 
party. “Those with China 
connections might appear to 
be above tbe law.” said 
Emily Lau, leader of the 
Frontier party. “These cases 
send a bad signal.” 

The government rejected 
suggestions that special 
treatment bad been given to 


any of tbe suspects. A state- 
ment from the Department 
of Justice said the decision, 
was taken in accordance 
with prosecution policy and 
having full regard to the evi- 
dence available. “The status 
of any suspect or political 
factors did not feature in our 
decision," the statement 
said. 

The ICAC said it was 
charging two senior execu- 
tives of Hong Kong Standard 
Newspapers, and one former 
executive. ‘They conspired 
together with Aw Sian [Sally 
Aw] to defraud purchasers of 
advertising space. . . by vari- 
ous dishonest means,” said a 
statement The ICAC alleges 
the defendants Inflated the 
circulation figures of the 
group's newspapers and fal- 
sified returns to the Audit 
Bureau of Circulations. 

"We don’t want to guess 
why the decision was made, 
but there has been a lot of 
speculation already." said 
Mr Lee. Local media reports 
have cited Ms Aw’s political 
connections in Hong Kong 
and China and her January 
appointment to the Chinese 
People's Political Consulta- 
tive Conference, an advisory 
body. Tung Chee-hwa, the 
territory's post-colonial 
leader, is a former oon-exec- 
utlve director of Sing Tao. 

The Sing Tao case follows 
controversy concerning Xin- 
hua’s handling of a request 
by Ms Lau to see any files 
the organisation held on her. 
Hong Kong's privacy com- 
mission claimed the delay in 
responding breached provi- 
sions of the territory’s 
secrecy ordinance. 


Australia 

launches 

financial 

reforms 

By Gwen Robinson in Sydney 


I The Australian government 
I yesterday granted banking 
j licences to two financial con- 
| glomerates. to launch its 
! sweeping financial sector 
reforms. The reforms come 
as tne government prepares 
for what is likely to be an 
early election. 

AMP. Australia's biggest 
insurance and financial ser- 
vices group, and Rothschild 
Australia, an arm of UK- 
based Rothschild & Son. yes- 
terday became the first 
financial institutions to ben- 
efit from the government's 
decision this week to speed 
recommendations of the 1996 
Wallis inquiry into financial 
system reform. 

The recommendations led 
to the government's mid- 
week announcement of 
changes in corporate and 
financial sector laws, after 
more than a year of criticism 
that it was dragging its feet 
over the Wallis recommenda- 
tions. 

■'This is about making 
Australia a place in this 
region which is better for 
doing business," Peter Cos- 
tello. Australian treasurer, 
said. The changes were vital 
to the government’s push to 
establish Australia as the 
main financial centre in the 
Asia-Pacific region. 

The granting of approvals 
reflected new licensing flexi- 
bilities and emphasis on pro- 
moting competition in the 
banking sector, he added. 

Rothschild, the first for- 
eign bank to receive author- 
ity UDder the new rules, and 
AMP would be able to set up 
banks through holding com- 
pany structures, prohibited 
under the previous financial 
regulatory system. 

Under the proposed 
reforms, oversight for all 
deposit-taking institutions 
such as banks and credit 
unions would be shifted 
from the central bank to a 
single regulator, tbe Austra- 
lian Prudential Regulation 
Authority (Apra). 

The new authority would 
take over the prudential reg- 
ulatory powers of tbe 
Reserve Bank of Australia, 
and would eventually take 
charge of supervising all 
deposit-taking institutions, 
insurance companies and 
superannuation funds. 

The new body would com- 
bine the supervisory struc- 
tures of three national and 
six state regulatory bodies. 

By the end of the year, 
other non-bank financial 
institutions would be moved 
to a common prudential 
regime under Apra, Mr Cos- 
tello noted. Apra is expected 
to begin operations from 
July l. ' 

Another new body, the 
Australian Securities and 
Investments Commission, 
will be set up to take over 
the corporate, regulatory 
functions of the Australian 
Securities Commission, the 
main corporate regulator. 

It will also take charge of 
consumer protection and 
watchdog functions of exist- 
ing bodies such as the Insur- 
ance and Superannuation 
Commission. 

In changes to corporate 
law. rules on takeovers and 
corporate fund raising will 
be relaxed under reforms 
that will also improve com- 
pany reporting standards 
and facilitate the spread of 
electronic commerce. 

One big step remaining in 
Australia’s aim to become a 
financial centre was sweep- 
ing tax reform. Mr Costello 
said. The government was 
tackling tax issues, and 
hoped to make Australia 
competitive with Singapore 
and Hong Kong as a leading 
financial services hub. 


Thai bank set 
to cut rates 


By Ted Bardacke to Bangkok 

Thailand’s central bank has 
signalled it is prepared to 
lower interest rates in 
next few months, on tne 
back of a strengthening baht 
and continuing inflows of 
foreign capital 

The move would mars a 
significant turning point m 
the country's economic cri- 
sis Bankers have always 
armed that recovery can 
come only when gar- 
ments are strong enough to 
cut interest rates, but they 
warn there could still be 
risks attached to such a 
move in Thailand. 

Overnight rates have 
already declined by about 
two percentage points in the 
past week to just under 20 
per cent before climbing yes- 
terday to 21-22 per cent. One- 
month rates remain stuck at 
21V* per cent, with inflation 
likely to be no more than 15 
per cent this year. 

Yesterday, the baht 
strengthened to Bt4i-05 to 
the US dollar, compared to 
Bt57 just one month ago. 
Bank of Thailand assistant 
governor. Siri GanJaremdee, 
said at that level the baht 
was close to its fair value on 
a purchasing power parity 
basis. 

Mr Siri also said $850m m 


foreign capita! bad flowed 
into Thailand during the last 
three weeks of February- 

Bankers welcomed signals 

of a rate cut but wanted that 
lower rates could jeopardise 
the ability ot the central 
bank's Financial tosgtatjons 
Development Fund (FIDF) to 
finance its short-term obliga- 
tions. which amount to 
about jBtTOQbn (S17bn> in the 
repurchase market 

The FTDF is responsible 
for providing liquidity sup- 
port to financial institutions 
in trouble and has up to 
Btl.lOObn in lending; repay- 
ment of which is uncertain. 
At the moment, the FIDF is 
outbidding commercial bor- 
rowers on the repurchase 
market for funds from Thai- 
land's stronger banks. 

Tbe baht, could come 
under pressure again if rates 
were lowered before the cen- 
tral bank restructured these 
liabilities, bankers said. 

Thai officials say they are 
planning a Bt70bn bond 
issue to begin to extend tbe 
maturity of FIDF borrow- 
ings. Commercial banks 
be allowed to hold these 
bonds for capital reserve 
requirements, the overall 
amount of which is expected 
to increase sharply when 
leading banks raise new cap- 
ital. 


NEWS DIGEST 

HONG KONG MORTGAGES 

Pilot scheme for 
fixed rate loans 

Hong Kong te to launch a pilot scheme for fixed rale mortgages. 
The move, spearheaded by the government in conjunction with 
private sector banks, was prompted by a desire to blunt the 
Impact of spiralling interest rates on homeowners, and thus 
lessen the impact on property prices. 

“This is the beginning of a new era in mortgage financing in 
Hong Kong," said Donald Tseng, Hong Kong’s financial secretary. 
Under the pilot scheme the government-backed Hong Kong 
Mortgage Corporation will purchase fixed-rate mortgages from 
two banks, Chase Manhattan Bank and Dao Heng Bank. 

K creates a new role for the recently-established HKMC, which 
was originally set up as a means of increasing liquidity - by tak- 
ing mortgages off banks' books and repackaging them to sell as 
securitised bonds - and stimulating the territory's latent debt 
market. Louise Lucas, Hong Kong 

MONEY LAUNDERING 


HK drops charges 


The Hong Kong government said yesterday if had dropped all 
charges against Kevin Wallace, a former banker with Memo 
Lynch, because it lacked sufficient evidence to prosecute him. 
Last July, local poflee charged Mr Wallace, a 46-year-old Ameri- 
can. with money laundering. The charge was linked to the trans- 
fer of more than HK$7m (US$900,000) from an account at Merrifl 
Lynch International Bank In Singapore to the National Australia 
Bank in Sydney and to HSBC Holdings' Hongkong and Shanghai 
Banking Corp in the territory. 

The justice department said. “Our counsel said in court yester- 
day that we withdrew the charges due to unforeseen difficulties, 
mainly the lack of sufficient evidence. “We've dropped all the 
charges." 

Mr Wallace's lawyer. Ser Sharon, said the banker would con- 
tinue to fight civil claims levelled against him by Merrill Lynch in 
Hong Kong and Singapore, where the US Investment bank 
launched proceecfings against him last June. 

Reuters, Hong Kong 


TAIWAN AIR CRASH 

Rescuers find wreckage 

Rescuers found the wreckage of a Formosa Airlines aircraft that 
crashed into the sea last night Immediately after take-off. All eigh 
passengare and five crew aboard the 38-seat Saab 360 aircraft 
am thought to have died. The aeroplane was heading for the 
southern port city of Kaohsiung from Taiwan’s high-tech hub of 
Hsinchu In the north. 

a Hi 1 !?? 1 * ,S tha ^ . involvin 9 Formosa Airlines in five years. 
A total of 28 people died in the previous crashes, all of which 
involved Domier 228 aeroptanes. Taiwan has seen a spate of fata 
crashes recenfiy, including the crash on February 16 of a China 
AMlnes Airbus at Taipei's international airport which killed 202 
peopte, including six on the ground. It was the country’s worst aa 
tSsaster. Laura Tyson, Taiwan 
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T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art. Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth... 
a reputation they have ably defended for 200 years. 



Geneva's Private Bankers 

LIBERTY ■ INDEPENDENCE ■ RESPONSIBILITY 


BORDIER & Cie 

( 1844 ) 


DARIER HENTSCH & Cie 

( 1796 ) 


In Geneva: 

LOMBARD ODIER&Cie 

( 1798 ) 


• MIRABAUD&Cie - PICTET & Cie 

( 1819 ) ( 1805 ) 
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Telecom fee system 
‘must be reformed’ 


By Frances WBItams In Geneva 

The head of the United 
Nations telecoms agency 
yesterday predicted “chaos 
and anarchy” if countries 
failed to agree on orderly 
reform of the present system 
of international telecoms 
payments- 

Pukka Tarjanne. secretary- 
general of the International 
Telecommunication Union 
ITU), said competition and 
market forces were under- 
mining the existing account- 
ing-rate system which sets 
payments between telecoms 
operators for connecting 
international calls. 

Without agreement on 
alternatives, many develop- 
ing countries which relied 
on these payments, worth 
SlObn a year, to help finance 
their telecoms systems could 
find themselves starved of 
resources for telecoms devel- 
opment and unable to pro- 
vide a universal service for 
their citizens. 

Mr Tarj ann e, speaking 


towards the end of a three- 
day policy forum on tele* 
corns liberalisation, said this 
would hurt not only poor 
nations but customers and 
companies in the developed 
world. 

Reform of the system has 
been given added urgency by 
the unilateral decision of the 
US Federal Communications 
Commission (FCC) last year 
to cut the fees US operators 
pay their overseas counter- 
parts from 1899- 

The move has infuriated 
many developing countries 
which argue the US has no 
legal or moral right to force 
through changes affecting 
them. US officials say it 
reflects frustration with the 
failure of many countries to 
lower charges in line with 
costs, which has led to a net 
payment outflow from the 
US of nearly $6bn a year. 

Vonya McCann, head of 
the US delegation to the 
forum, said Washington was 
prepared to be flexible if 
developing countries could 


prove their costs were 
higher than the “bench- 
marks" set by the FCC. 

The ITU maintains a mul- 
tilateral solution Is needed 
to protect the interests of all 
its IS8 members. Mr Tar- 
janne said some smaller 
countries could be com- 
pletely bypassed by telecoms 
providers if market forces 
were allowed to operate 
without “guidance". 

The forum yesterday 
endorsed recommendations 
urging countries to apply the 
liberalisation and competi- 
tion principles laid down in 
last year's telecoms agree- 
ment in the World Trade 
Organisation, whether or not 
they are WTO members, and 
to introduce cost-based tar- 
iffs and accounting rates. 

Nell McMillan, the UK offi- 
cial chairing the forum, who 
also chaired the WTO tele- 
coms talks, stressed the need 
for speeding up ITU work on 
cost-based charging. 

Editorial comment; Page 15 


ACP nations opposed to 
regional pacts with EU 


By Canute James fe> Kingston 


Countries in Africa, the 
Caribbean and the Pacific 
(ACP). whose trade treaty 
with the European Union 
expires In 2000, are inirisring 
that Brussels negotiates a 
successor agreement with all 
71 signatories, rather than 
several regional pacts. They 
have also objected to what 
they see as “political condi- 
tions” under consideration 
by the EU for a new pact 

Percxval Patterson, prime 
minister of Jamaica, said 
ACP signatories of the Lom& 
Convention with the EU 
would attempt to maintain 
the “solidarity" of the group. 

“The EU is proposing 
regional pacts as a successor 
to the Lame Convention, one 
each with the Caribbean and 
Pacific sections of the ACP, 
and four with the African 


members. This would mean 
that the solidarity of the 
ACP would be compromised 
and shattered.” 

The EUs proposal appears 
to have taken several ACP 
governments by surprise, fol- 
lowing a statement last year 
by Jodo Pinheiro, Europe's 
commissioner for develop- 
ment, suggesting Europe had 
accepted the ACP argument 
that there should be one suc- 
cessor agreement 
Alter a meeting with sev- 
eral Caribbean prime minis- 
ters Mr Pinheiro had said: 
“[The ACP] wants to con- 
tinue as an ACP group, and 
we are very happy with that 
Should we continue with the 
ACP group, or should we 
have separate arrangements 
for the three regions? The 
strong objection of the ACP 
has put the matter to rest” 
Caribbean leaders will 


visit European capitals in 
the next six months to 
explain the region's desire 
for a single agreement They 
plan to intensify the level of 
consultation with African 
and Pacific members of the 
group. 

The group is also unhappy 
with what it claims are 
“political preconditions" 
being proposed by the EU. 
including references to 
human rights and systems of 
government 

The existing Lorn# Con- 
vention contained provisions 
dealing with issues of 
human rights, good gover- 
nance. the rule of law and 
stable democracy, said Mr 
Patterson. It was “totally 
unacceptable” for the EU to 
introduce political issues as 
a precondition for a trade 
and development treaty with 
its former colonies. 


WORLD TRADE 


Spanish 
group in 
Mexican 
gas deal 

By Henry Tricks in Mexico City 

A subsidiary of Repsol. the 
Spanish oil company, has 
become Mexico's biggest nat- 
ural gas distributor after 
winning a contract to supply 
gas in the northern city of 
Monterrey. 

Gas Natural Mexico (GNM- 
Repsol), a wholly-owned unit 
of Repsol 's Grupo Gas Natu- 
ral, has won its fourth natu- 
ral gas contract in Mexico in 
less than a year. The permit 
was awarded on Tuesday, 
the day before the 60th anni- 
versary of the nationalisa- 
I tion of Mexico's oil industry. 

GNM-Repsol pledged to 
invest $220m in Monterrey, 
including $lS0m for the pur- 
chase of the distribution sys- 
tem from the government's 
Federal Electricity Commis- 
sion. Natural gas production 
is still the exclusive domain 
of Pem.es. the state-owned 
oil company. 

GNM-Repsol beat rivals 
including a Freneh-Canadi- 
an-Mexican consortium 
formed by Gaa de Prance. 
Hydro-Quebec international 
and Bufete Industrial. Both 
groups made s imil ar offers 
in terms of price, but GNM- 
Repsol clinched the 30-year 1 
contract by committing itself 
to providing service to more , 
than 550.000 clients In five 
years, far higher than its 1 
closest rival. 

The next big tenders 
Involve two permits to build 
and operate natural gas dis- 
tribution systems in the 
Mexico City metropolitan 
area, which the govern- 
ment's Energy Regulatory 
Commission hopes will 
attract Slbn in investment. 

Technical bids for the ten- 
ders are due on April 16. 
with a decision expected on 
August 4- The projects are 

expected to be unusually 
complicated, because Mexico 
City is at risk from earth- 
quakes, parts of it are sink- 
ing and it has a potential 
wealth of archaeological 
treasures below ground. It 
also has only 120,000 users, 
compared with 328,000 in 
Monterrey. 


UNCTAD SURVEY MULTINATIONALS CONFID ENT REGIOrnft ^jggggyS 

Investors upbeat on Asia 

and showed th< 


By Frances Williams 

In a di-oisiw.* vote ni 
confidence m r-.tst Asia's 
long-term or»n»mic pros 
peels, the world's top compa- 
nies say they plan to main 
tain or increase their direct 
investment in the wake 
of the region's financial 

crisis. 

Replies from nearly -00 
multinationals to a survey »f 
investment intentions shn-A 
that 88 per cent intend to 
press ahead with or acceler- 
ate investment plans in the 
short term. 

While 12 per cent intend to 
reduce investment, one in 
four are planning to inn-ease 
investment because of 
cheaper costs resulting from 
currency devaluations und 
new opportunities to buy in 
to local companies. Euro- 
pean-based companies are 
particularly bullish, with at 
per cent planning to invest 
more in the near future. 


1, Titov bv the Geneva-based 
l i niteii Nations Conference 
»iit Trade and Development 
(Unctad) and the Intema- 
ii ony I Chamber of Com- 
merce i ICO in Paris, found 
that in the longer term 
nearly all the companies 
polled voiced confidence in 
the region as a destination 
lor profitable foreign invest- 
ment. 

Dnl\ 6 per cent said their 
I'nntideiiee had declined fol- 
! i living the financial crisis 
while Si per cent said it was 
unchanged and 13 per cent 
saiti it had increased. The 
liiiitt-m was similar for mul- 
tinationals from all regions 
and business sectors - 
though companies providing 
services, and those from 

developing Asian nations, 
were more likely to say they 
were cutting back invest- 
nu-ni plans in the short 
ii-rm. 

Utihens Ricupero. Unctad 
sec rotary -general, said the 
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role of foreign direct invest; 
meat as a “stabilising force 

in the world economy which 

would help revive confidence 
and trust in the region. The 
survey “augurs well tor 
recovery", he said. 

Maria Cattaui. ICC secre- 
tary general, said the results 
were “a resounding vote of 
confidence" in the economic 


and showed the “long-haul" 
commitment of companies 
making investments mthe 
region- Over the next decade 
Act an economies are expeo- 

in infrastructure develop- 
ment, she noted. - 

According tp Unctad. 
eign portfolio investment 
and bank lending to the 
most affected Asian coon- 
tries reversed direction dm\ 
Sg the latter half Qf 1997 
while flows of foreign direct 
investment maintained 

crisis levels, rising from. 
S77bn in 1996 to an estimated 
SSObn in 1997. Indications for 
foreign direct investment 
inflows in 1998 look “promis- 
ing", Unctad says. 

“We are completely con- 
vinced that the region will 
recover very quickly, and we 
continue to act on this 
basis," says Lindsay Owen- 
Jones, president of L'OrSal, 
the French cosmetics group, 
which took part in the sar- 




US companies ‘take advantage 
of Chinese sweatshop labour 5 


By Heather Bourbeau 
in Washington 


US companies are dodging 
their responsibilities and 
taking advantage or the 
“vulnerability of Chinese 
workers", according to a 
report released yesterday by 
the National Labor Commit- 
tee. 

The committee examined 
conditions in 21 factories 
that produce clothing for 
brand names such as Kathie 
L eel Wal-Mart. Liz Clai- 
borne, Ralph Lauren, and 
Nike. The report, entitled 
“Made in China: Behind the 
Label", details sweatshop 
conditions and attacks the 
practice of subcontracting by- 
US companies. 

The report says that US 
clothing manufacturers 
avoid direct responsibility 
for human and labour rights 
violations by suh-contracting 
or “out-sourcing" produc- 
tion. However, the National 
Labor Committee places the 


blame with the companies 
who request the work, “it is 
qiute clear to the public that 
if the garment carries your 
label, if you sell it. you are 
responsible," states the 
report. 

Garment workers in China 
receive low pay which is 
often withheld for prolonged 
periods, and work 12- to 15- 
hour shifts. They are also 
forced to work overtime, 
have no contracts and are 
subject to arbitrary dis- 
missal, according to the 
study. 

There was public furore 
two years ago over the docu- 
mentation of working condi- 
tions at Honduran garment 
factories producing Kathie 
Lee trousers for Wal-Mart. 
The popular US TV hostess, 
Kathie Lee Gifford, agreed to 
let her factories be inspected 
by local, independent human 
rights monitors to insure 
that conditions improved. 

The national concern 
about domestic and offshore 


sweatshop conditions led to 
for more factory inspections, 
labour and wage guidelines, 
labelling and the creation of 
a White House taskforce, 
comprised of clothing and 
footwear manufacturers as 
well as human and labour 
rights groups. 

Many companies partici- 
pating in the taskforce 
adopted voluntary human 
rights codes of conduct, 
Maiming these codes would 
guarantee workers’ rights 
wherever a garment Is pro- 
duced. 

The code of conduct pro- 
hibits forced, prison or child 
labour, discrimination, and 
physical abuse while secur- 
ing safe working conditions 
and wages that are no lower 
than the legal minimum. 
The code also states that 
contractors' factories will 
enforce all local labour 
laws. 

Chinese labour law estab- 
lished a 40-hour work week 
with two days rest, all over- 


time is voluntary and the 
right to organise indepen- 
dent unions. 

The National Labor Com- 
mittee has also sent an open 
letter to the White House 
taskforce. 

Without detailing its evi- 
dence, the committee wrote 
that "in the export apparel 
and shoe industries in. 
China, wages, benefits, 
working and living stan- 
dards are actually being tow- 
ered as US companies relo- 
cate their work from larger 
publicly-owned factories in 
the north, to private 
foreign-owned factories 
in China’s southern prov- 
inces". 

In an effort to end the 
abuses, the committee called 
for greater disclosure, corpo- 
rate codes of conduct, an- 
immediate review of factory 
working conditions to assure 
compliance by Chinese facto- 
ries with international stan- 
dards in the production of 
goods for US export. 
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It ranks among the cruellest inventions 
of all time. 

The landmine. A device that not only 
terrorises communities, but lolls or maims 
over two thousand men, women and children 
every single month. 

But the pain and suffering of these victims 
and their families has not gone unheeded. 

The International Committee of the Red 
Cross, along with many other organisations, 
has been working tirelessly to bring about 
an end to the carnage. These efforts are now 
beginning to bear fruit. 

At the United Nations General Assembly 
last year L5S countries gave their support 
to a total ban on anti-personnel mines. 

In Oslo an international treaty was 
drawn up calling for a complete ban 
on these weapons. 

And this December the Canadian 
Government is inviting all die countries of 
the world to Ottawa to sign this treaty 
banning the production, use, export and 
stockpiling of anti-personnel mines. 

Millions of landmines have been laid. All 
we ask is for 192 pens to be picked up. 
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Why does Fortune* magazine 

KEEP REPEATING ITSELF? 



There must be a good reason Fortune magazine has named Enron the Most Innovative company 
I America for the last three years. We think it has to do with the talent and initiative our employees 
i Si K I„?tn Barh new oooortunity. Because of them, and because of our forward-thinking customers, 
LSJ fuf"v people think about energy: how they buy it, how they get it, and how much they 

we ™or " Thanks again fo? noticing, Fortune. And wait 'til you see what we're thinking about next. 
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Natural gas. Electricity. Endless possibilities™ 
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motor industry government awards cash to project for replacing independent company's range WamCF 

Daewoo buys into vans venture 

By HaJfl SJnmWan, revealed, bat is believed to 1,500 to 3,500 by 2005. ault. The competition will financial crisis in Asia and a** | 

Motor Industry Comapoodent be a significant minority of removes doubts about the intensify early next century signs many Korean groups Tl I VY| 

about SB per cent. British company's ibture. with the return of General are scaling down their pMXia 


By Haig Simonfan, 

Motor Industry Correspondent 

A £160m (|26?m) Joint 
venture has been agreed 
between Daewoo of South 
Korea and LDV, Britain's 
last independent van com- 
pany. Margaret Beckett, the 
chief industry minister, will 
today announce that her 
ministry will provide £25m 
in grants to the project in 
which up to 50,000 vans a 
year will be made by early 
next century. 

Daewoo is expected to 
invest £25m in the venture 
and take a direct stake In 
privately-held LDV. The size 
of the bolding will not be 


revealed, but is believed to 
be a significant minority of 
about 20 per cent. 

The joint venture will 
build a new range of 
medium and heavy vans to 
replace LDVs Pilot and Con- 
voy products. Although 
revised in 1996 and selling 
well, the two date back to 
former British Leyland prod- 
ucts. 

Output will be shared 
between Daewoo, which will 
also build the vans at its 
FSL plant in Poland, and 
LDV. Up to 75 per cent of the 
British-built vehicles will be 
exported. 

The deal, which should see 
LDVs workforce rise from 


1,500 to 3,500 by 2005, 
removes doubts about the 
British company's future. 

LDV, which rose from the 
ashes of fixe collapsed Daf 
group in 1993. has con- 
founded sceptics with its 
survival. However, its future 
has been clouded by its lack 
of financial resources to 
develop new products. 

LDV has managed to 
retain a big share of the UK 
market through flexibility 
and keen pricing. But the 
rest of the European van 
market has become 
extremely competitive, and 
is dominated by much bigger 
brands, such as Ford. Mer- 
cedes-Benz, Iveco and Ren- 


ault. The competition will 
intensify early next century 
with the return of General 
Motors through a joint ven- 
ture with Renault 

LDVs new vans will be 
based on products being 
developed by Daewoo at its 
Worthing Technical Centre 
In southern England. Devel- 
opment of the heavyweight 
LD10Q is quite advanced, 
while the two companies 
will work together on the 
lighter BD100. 

Production is due to start 
at Daewoo’s Polish plant In 
2001 with the UK following 
in 2002. 

The future of the deal had 
been struck in spite of the 


financial crisis in Asia and 
signs many Korean groups 
are scaling down their 
investment plans. An addi- 
tional comp J tea ti*»n arose in 
January, when Daewoo 
admitted it was in co-opera- 
tion talks with GM. 

That cast some doubt on 
the proposed LDV link, 
because of GM's separate 
plans to re-establish Usel/ in 
the van business. However, 
it is possible the investor in 
today's deal will not be Dae- 
woo Motor, the Korean 
group's main automotive 
subsidiary, but Daewoo 
Heavy Industries, which 
makes a variety of products 
as well as cars. 


One passenger was injured in the evacuation of the ATP aircraft, which was operated by British Regional AKnes under a franchise arrangement with BA. Picture PA 

Nosewheel collapses as BA plane lands 


By SfteBa Jones In M an chester 
and Michael Skaptaksr in 
London 

Manchester airport in 
northern England was shut 
for more than three hours 
yesterday after the nose- 
wheel undercarriage of a 
British Airways turboprop 
aircraft collapsed on landing, 
blocking the runway. Man- 
chester is the busiest UK air- 
port outside the London 
area. 

One passenger was 
slightly injured during the 
emergency evacuation which 
followed the incident. The 
other 57 passengers and four 


crew were unhurt The ATP 
aircraft, built by British 
Aerospace, had flown to 
Manchester from Southamp- 
ton in southern En gland a nd 
bad been due to fly on to 
Belfast, the capital of North- 
ern Ireland. 

The ATP was operated by 
British Regional Airlines, an 
Independent carrier which 
has a franchise arrangement 
with BA. British Regional 
Airlines is chaired by Sir 
Michael Bishop, who also 
heads British Midland. The 
two companies were 
demerged last year. 

This Is the second time 
over the past year that a 


British Regional Airlines 
ATP has been Involved in an 
incident at Manchester air- 
port. In August, an ATP 
pilot had to make an emer- 
gency landing after a main 

undercarriage wheel failed 
to lock after being lowered 
for landing. 

British Aerospace said yes- 
terday that the aircraft in 
yesterday's incident was not 
the same one involved In the 
previous emergency landing. 

BAe delivered 59 of the air- 
craft before it stopped manu- 
facturing them in 1996. The 
company said the aircraft in 
service had an excellent 
safety record and had expert- ■ 


enced no serious problems 
apart from “a few isolated 
incidents of one kind or 
another". BAe stopped man- 
ufacturing the aircraft after 
forming a regional aircraft 
alliance with Aerospatiale of 
France and Alenia of Italy. 

BA said the ATP Involved 
in yesterday's incident was 
eight years old. As well as 
routine checks, the aircraft 
had been stripped down for 
extensive maintenance and 
overhaul in November. It 
had completed 16,000 land- 
ings without incident. 

Nine airlines operate in 
BA colours under franchise 
arrangements. BA said that 


yesterday's Incident had not 
changed its attitude to fran- 
chising out some of its 
operations. “We are very 
confident in all our fran- 
chisees. They all have to 
meet the very high levels 
that BA demands," the air- 
line said. 

The Department of Trans- 
port said that the Air Acci- 
dents Investigation Branch 
had begun an immediate 
inquiry Into the incident. Its 
report is not expected for at 
least four months. The AAIB 
has not yet published its 
report into last year's emer- 
gency landing in Manches- 
ter. 


By ABce Rawstbom to London 


Warner Bros, the US film 
studio, and United News & 
Media, the UK media group, 
have drawn Up a shortlist of 
three English sites for a 
£225m film production studio 
and theme park complex. 

The two groups, which 
have spent more than three 
years trying to find a suit- 
able site for the British ver- 
sion of the Warner Movie- 
World complexes in 
Australia and Germany, 
hope to make a final deci- 
sion in the next two months. 
AH three sites are under- 
stood to be close to the Ml or 
M40 motorways. Two are 
believed to be south of Bir- 
mingham in the Midlands, 
England’s second-biggest 
city, and the third closer to 
London. 

All three have either been 
used for industrial purposes 
In the past or have planning 
permission to do so. 

Warner and United are 
anxious to avoid a repetition 
of last year's furore when 
their attempt to secure a 
greenfield site in the west 
London suburb of Hillingdon 
was blocked by local protest- 
ers. 

The new complex, expec- 
ted to cost between eagfim 
and £260m, will be modelled 
on the existing complexes at 
Oxenford on Australia's 
Gold Coast - owned by 
Warner and Village Road- 
show. the Australian media 
group in which United has a 
stake - and the German 
town or Bottrop near DOsset 
dorf. Both developments 
combine theme parks, with 
film and television produc- 
tion studios. 

Construction oF the UK 
complex forms part of a 
long-term strategy to build 

Warner Movie Worlds in 
many countries. Negotia- 
tions are already under way 
with the Spanish authorities 
to build one south of Madrid, 
and a search has begun for 
sites In Italy. 

Warner Bros is also con- 
sidering plans to open com- 
plexes in Asia and Latin 
America. 
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INWARD INVE STMENT — — 

Agency to lift ranking of 
south-east England in EU 

An inward the 'pre- 
launched yeswttay with te 

mler league* of Europ*^ London, but ranks 15th 

the UK's most prosperous j- tarns of- gross domestic 

product per head. aheadofus(neco . 

n0rthen ^^ executive of South 

nomic P ros P er ^’^i^l south-east's G OP per head, with 
East Regional Investment The In 

1994, Hamburg, the most pcosperWK reyi 
cent Brian Groom, London 

CHANNEL TUNNEL — 

Minister urges complete link 

SESSjgSs 

from the coast might be 

journey times between Paris. Brussels * 

Continental Railways, the consortium working with RB/ttracfc 

the prefect, is understood to warn a 

break clausa In Its contract to allow It to puM 

second phase of the route If it looks imviable. FWbackolTm pri- 
vatised own* of most of the UK rail Infrastructure. 

Glenda Jackson, a transport minister, toWmuntapal JaM Hut 
the government remained intent on completing the route to St 
Pancras. George Parker, London 

RAIL PRIVATISATION 


MPs seek tougher regulator 

MPs called yesterday for a new railway authority with wide-rang- 
ing powers to impose tighter regulation on the privatised rai l 
Industry and co-ordinate tong-term planning. The new authority 
should take over most of the powers of the franchising director 
and the rrf regulator, whose overlapping powers are a s ource of 
confusion to passengers, the House of Commons transport com- 
mittee said. Calls for a rafl authority have been strengthened by 
growing concern at the pa or quafffy of service being provided by 
many of the train operating companies. “It Is dear that the priva- 
tised passenger railway has not yet performed significant ly be tter 
than British Rail [the former state-owned network!,” the commit- 
tee said. Charles Batchelor, London 


Priority pledge by government 

John Battle, science minister, attempted to reassure MPs yester- 
day that greater “co-ordination to take advantage of the Internet* 
was a priority for the government. Mr Battle was speaking during 
a short debate In the House of Commons. Derek Wyatt, an MP In 
the governing Labour party, warned the government that it risked 
missing opportunities. The internet la the most important peace- 
time Invention of the 20th Century. Mr Wyatt sad. "We can no 
longer Ignore It - It Is the key to retooling and reskilling our soci- 
ety. Paul Taylor, London 
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BROWN REJECTS CRfTlCISM AND INSISTS T HIS Y EAR’S TI G HTENIN G WAS GREATER THANEXPECTED 

Chancellor of the exchequer defends 


lfr 



By Robert Chote, 
Economics Edtor 


Gordon Brown, the 
chancellor of the exchequer, 
insisted yesterday that he 
had tightened fiscal policy 
substantially over the past 
year. 

He rejected claims by City 
of London economists that 
his Budget programme, 
announced on Tuesday, had 
been too loose. He said the 
fiscal tightening over this 


financial year had turned 
out greater than he expected 
at the time of last July's 
Budget 

Then, the Budget Red 
Booh (background docu- 
ment) predicted that the 
public sector borrowing 
requirement - adjusted for 
the economic cycle and 
including the windfall tax cm 
the profits of privatised utili- 
ties - would foil from 22 per 
cent of national income in 
1996-97 to 12 per cent in the 


current financial year. Zt 
looks likely to be 02 per cent 
of national income thin year. 

This suggests that the fis- 
cal ti ghtening this year has 
been twice as great as the 
chancellor expected in July. 
This is explained in part by 
unexpectedly buoyant tax 
revenues, which appear to 
have been encouraged by the 
introduction of self-assess- 
ment for inr-rorw tax. 

The Treasury has locked 
in this ti ghtenin g, which hag 


taken effect earlier than 
expected. The chancellor's 
aides believe economists 
have ignored this when 
focusing on Tuesday's mea- 
sures, which are broadly 
neutral in their impact. 

“There has been a very 
substantial tightening 
indeed,” the chancellor said. 

Mr Brown said the Bank of 
England's monetary policy 
committee had known in 
advance about the broad 
thrust of the Budget. The 


chancellor's camp have been 
disappointed that the central 
bank Has not raised interest 
rates more quickly since it 
was granted independence. 

Sterling’s strength, which 
shrugged off weak retail 
sales figures and slower 
average earnings growth, 
suggests that investors 
remain to be convinced by 
the chancellor’s fiscal tight- 
ening argument. 

Robin Aspinall, at 
National Australia Bank. 


said that it was only a big 
Increase in petrol duties that 
had prevented Tuesday's 
programme from. being a 
“giveaway" Budget. He 
added that it threw an the 
weight of fine tuning on to 
interest rates. “That natu- 
rally has sent sterling surg- 
ing a gain , further intensify- 
ing the pressure on 
manufacturers, deepening 
the divide in the two-speed' 
economy and increasing the 
risk that the eventual down- 


turn will be unnecessarily 
severe," Mr Aspinall said. 

• The Trades Union Con- 
gress yesterday forecast the 
loss of 200,000 jobs, mainly in 
the manufacturing sector, as 
the economy heads into 
recession by the end of this 
year, Robert Taylor writes. 
The TUC is seeking an 
urgent meeting with Mr 
Brown to warn him ofthe 
strength of sterling. 


See Samuel Brittan 


FOR EIGN EARNINGS DEDUCTION CHANGE WILL INCREASE COSTS FOR MANY COMPANIES 

Loophole for employees closes 


By Christopher Brown-tomes 
and Clay Karris 


Casinos to appeal against duty rise 


An unexpected Budget 
change affecting earnings 
outside the UK by British 
citizens will increase costs 
and reduce flexibility in staff 
assignments outside the UK 
for many companies includ- 
ing investment banks in the 
City of London, tax experts 
said yesterday. 

The “foreign earnings 
deduction" (FED) had 
allowed earnings from . 
employment carried out 
wholly or partly outside the 
UK during a qualifying 
period of 365 days or more to 
escape UK tax. They were 
allowed to be present in the 
UK for up to 62 days. 

This exemption has been 
ended for all employees 
except qualifying seafarers. 
The Inland Revenue said it 
had evidence of “systematic 
exploitation" of the loophole 
which was costing the exche- 
quer at least £250m a year. 


London Clubs International and 
Capital Corporation, the two 
casino companies most affected 
by the unexpected increase in 
gaming duty in Tuesday's 
Budget, said yesterday they 
would appeal against the 
measure, Scheherazade 
Daneshkhu writes. London 
Clubs - which owns seven of 
the capital’s casinos Including 
the Ritz and Les Ambassadors 
- called the rise Iniquitous*. 
Referring to 1997 figures. Alan 
Goodenough. chief executive, 
said London Clubs would pay 
60 per cent of the industry's 


extra tax liability, amounting to 
212m. London Clubs made 
pre-tax profits of E352m in the 
year to April 1997. 

But Customs & Excise said 
yesterday that the measure 
affected only a handful of the 
UK's 116 casinos. 

Capital Corporation, which 
owns three London casinos, 
called the rise “punitive* and 
said the industry was already 
highly taxed. 

See Lex In Companies and 

Finance: UK 

See London stocks 


The Revenue suggested 
some UK residents were 
abusing the system by 
r olling up large amounts of 
income and then, every few 
years, spending time outside 
the UK in order to receive 
the accumulated funds tax- 
free. 


The Revenue believes 
20,000 hi gh ear ners a year 
have used FED, with some 
individuals saving •miTiinwa 
Of pounds. Senior nmwpany 
executives with pan- Euro- 
pean responsibilities, rock 
music stars and even sports 
players an the international 


CAPITAL GAINS TAX EXTRA RETIREMENT FOR RESIDENCE OUTSIDE UK 


Rules on minimis ing 
liability to be tougher 


By Debbie Harrison In London 

The UK's new regime for 
capital gains tax will affect 
wealthy entrepreneurs who 
have in the past avoided .the 
tax by selling their UK busi- 
ness, private company 
shares, or other major assets 
while living outside the UK. 

From now on, unless they 
remain in another country 
for five years, they wfll be 
forced to pay the full CGT 
bill on their return. 

Hitherto many UK citizens 
who have built up a profit- 
able business have been able 
to sell it but avoid UK capi- 
tal gains tax by living 
abroad for over a year. 

CGT- is payable at 40 per 
cent on the growth in value 
of an asset since the pur- 
chase date. The annual 
exemption for CGT. which 
rises from £6.500 ($10,850) in 


the current tax year, to 
£6300 in 1998/99, covers the 
gains of many private inves- 
tors but barely dents the 
potential CGT bill on major 
asset sales. 

Residence is critical to the 
calculation of tax bills. To be 
regarded as resident in the 
UK, you must normally be 
physically present in the 
country for 183 days or more 
in the tax year. IT you are 
resident in the UK year after 
year, you are treated as 
“ordinarily” resident 

Before the Budget, CGT 
applied only to individuals 
who were resident or ordi- 
narily resident in the UK. So 
a taxpayer could go abroad 
and avoid CGT even though 
he or she quickly resumed 
tax residence in the UK. 

Donald Elkin, consultant 
with the Fry Group, an expa- 
triate financial adviser 


explained: “If you had over- 
seas employment, you could 
become non-resident after 
only one fan tax year." 

In future individuals will 
be liable for any gams real- 
ised on assets sold after 
departure from the UK, the 
Inland Revenue said, where: 

• “they have been tax- 
resident in the UK for any 
part of at least four out of 
the seven tax years immedi- 
ately preceding the year of 
departure: 

• “they become not resident 
and not ordinarily resident 
for a period of less than five 
tax yearn: 

• “they own assets before 
they leave the UK" 

Gains realised in the tax 
year of departure will be 
charged for that year. Subse- 
quent gains will be charged 
in the tax year of return to 
the UK 


Arrest of former minister 
followed Scotland Yard probe 


Jonathan Aitken's 
case was deemed 
to be sensitive, 
write Jimmy Bums 
and Liam Halligan 

T he arrest of Jonathan 
Aitken, the former cabi- 
net minister, his daugh- 
ter Victoria and Said Ayas, 
his Saudi Arabian former 
business partner, foDows a 
nine-month investigation by 
Scotland Yard’s Organised 
Crime Squad. 

Mr Aitken was arrested on 
Tuesday over allegations of 
perjury and conspiracy to 
pervert the course of Justice. 
He was interviewed at a Lon- 
don police station before 
being released on bail pend- 
ing further inquiries into 
allegations linked to his 
foiled libel action against the 
Guardian newspaper and 
Granada TV. The previous 
day, Mr Aitken's daughter 
and Mr Ayas were arrested 
and released on bail over 
similar , allegations. 

Mr Aitken sued last year 
over claims by the Guardian 
and a Granada TV pro- 
gramme that he was finan- 
cially dependent on Saudi 
Arabian businessmen, pro- 
cured prostitutes for them 
and was involved in secret 
arms deals while a defence 
minister. Mr Aitken was a 
Conservative MP for more 
than 20 before losing his seat 
in the 1997 general election. 
He served as minister for 
defence procurement for two 
years from 1992 in John 
Major's government 



Jonathan Aitken arriving at hfs 
London home on the day of his 
arrest Pteture: Reuters 

The arrest of Mr Aitken 
raised an immediate ques- 
tion about his status at GEC- 
Marconi. for which be has 
recently been working as a 
consultant. The defence arm 
of General Electric Company 
of the UK said he bad been 
tafrpn on as a consultant to 
advise on an export project 
in Saudi Arabia. 

The Organised Crime 
Squad specialises in high- 
profile cases with an interna- 
tional dimension which are 
Judged by senior members of 
the police force to be politi- 
cally sensitive. 

The sensitivity stems from 

Mr Aitken's status as a for- 
mer cabinet minister who. in 
dealings with the Middle 
East, has been linked to big 
defence contracts such as 


the multi-billion dollar AI 
Yamamab deal 

Mr Aitken abandoned the 
libel action last June after 
evidence subpoenaed from 
British Airways appeared to 
contradict his evidence 
about the payment of a Paris 
hotel biK He had said his 
wife settled the account; 
Miss Aitken and Mr Ayas 
gave witness statements sup- 
porting him. 

The collapse of the case 
left him with a £ 2 m legal bill 
and his political and per- 
sonal life in ruins. 

Alan Rusbridger. the 
Guardian editor, called last 
summer for the authorities 
to examine Mr Aitken's 
failed libel action with a 
view to prosecuting the for- 
mer minis ter “for perjury or 
for conspiracy to pervert the 

course of justice". 

The decision to investigate 
Mr Aitken within days of the 
action's collapse was taken 
after preliminary legal con- 
sultation between the police 
and the Crown Prosecution 
Sendee on the basis of docu- 
mentation provided by the 
Guardian's defence lawyers. 

A CPS official stressed yes- 
terday the independent 
nature both of the police 
investigation and the role 
played by the CPS itself. 

The CPS believes the 
police investigation may still 
have several weeks to go 
before it is completed. Only 
then will a decision be taken 
on whether to charge Mr Ait- 
ken. Subsequently the CPS 
will have to decide whether 
to prosecute on the strength 
of the evidence. 




circuit were among those 
identified by tax specialists. 

One cited “treaty games" 
by individuals whose UK res- 
idence enabled them to 
avoid taxes in other coun- 
tries even though their earn- 
ings were exempt from UK 
tax. It was quicker to dose a 
loophole than to renegotiate 
a tax treaty, he said. John 
Whiting, head of personal 
tax at Price Waterhouse, 
said: “Unfortunately, the 
abuses have stopped some- 
thing which was giving a 
fair incentive to others." 

The change does not afffect 
the UK tax status of expatri- 
ates with non-UK citizen- 
ship, who continue to be 
treated as “not ordinarily 
resident" in their first three 
years in the country. It also 
does not address the abuse 
of non-resident status by 
individuals who commute 
into the UK but who do not 
count as having been in the 
country if they have left by 
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Inflation, accelerates; sterling rises again 


A rebound in Inflation after January's record price 
cuts saw the retail price Index rise faster than the 
government's target rate last month, Richard 
•Adams writes. The underlying annual rate of 
inflation - RPDC, which excludes Interest 
payments on loans for house purchase - rose to 
2.6 per cent In February compared with January’s 
figure of 2.5 per cent January's rate was In One 
with the central target for inflation set by the 
government 

The rise In Inflation was worse than expected 
by many in the City of London. The all-items retafl 
price index also rose, to 3.4 per cent annually 
compared with 32 per cent The Index was 1602 
In' February, compared with 159.5 in January. 


The Office for National Statistics yesterday 
revised Its November and December underlying 
average earnings figures down to 42 per cent 
compared with earlier estimates of 4.75 per cent 
Its figure for January was also 42 per cent - the 
level the Bank of England says is consistent with 
meeting the government's target rate of Inflation. 

Other statistics showed a decline in retail sales 
last month. The volume of retail sales in February 
was 12 per cent lower than January. 

The FTSE-1D0 share Index gained 68.7 
yesterday and finished trading at an aB-time high 
of 5903.6. Sterling ended trading in London a 
quarter of a pfennig higher against the D-Mark, at 
DM3.052. 


BCCI 
liquidator 
wins court 
ruling 
on $ 28 m 

By Clay Hants fa London 


The liquidator of Bank , of 
Credit and Commerce Inter- 
national has won a High 
Court judgment in London 
fnr'£L7m ($28m) against for- 
mer employees and relatives 
of a loans officer at the 

hank, which was closed in 
190L 

Only ggm of the total, this 
value of four residential 
properties and a unit on an 
industrial estate in London, 
will be immediately avail- 
able to the Uquidator. 

The other £15m represents 
additional money which the 
liquidator fftehna was “mis- 
applied’’ by Naseim Ahmed 
Sarfaraz Khan and four 
other employees in' the 
bank’s London-based Affili- 
ated Co-ordination Unit, 
which handled the loan book 
for BCCI (Overseas), a Cay- 
man Islands company. 

Further worldwide injunc- 
tions were granted against 
the defendants, who include 
six members of Mr Khan's 
family and two Lfechlsri- 
stein companies, Akina and 
Rulix. The liquidator, 
Deloitte & Touche, said sev- 
eral' of the defendants had 
gone to Pakistan after pro- 
ceedings began last March 
but they were understood 
still to have families and 
assets in the UK 

The judgment does not 
materially change the out- 
look for BCCI's creditors, 
who claimed a total of $iibn 
after its collapse. They have 
already been paid $2.63m. . 


Why the dark clouds of 
economic uncertainty 
will soon blow over. 
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There have been dark clouds hovering over Malaysia 
lately. One such cloud has cleared... the haze. 
Yet when we were about to enjoy blue skies again, 
another dark cloud set in... economic uncertainty. 

We Malaysians, however, expect this to clear too. 
In due time. With an optimism that is borne out 
of four decades of incredible economic growth 
the world has been witness to. 

WHh the perseverance to make changes and sacrifices. 
With the wisdom of solid economic fundamentals 
to see us through. WHh the determination to do 
everything for the economy to bounce back. 

And bounce bade we will. How can we 
be so bullish about if? Because we've 
overcome ether adversities before. 

And well do it again. 

, MALAYSIA 

Bullish on Bouncing Back 
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MY SECRET WEAPON HENRIQUE MHRELLES ON THE BIG PICTURE 


Keeping an eye on reality 


i i • 41 * 
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Since taking over the 
presidency of BankBostan in 
late 1996, Benrique MetreQes 
has spearheaded an 
expansion of the group’s 
emerging market business. 

Be was previously the head of 
BankBostan in Brazil, where 
he teas bom and built his 
career. According to Chad 
Gifford, BankBostan 
chairman, profits at the 
BraasHan and Argentine 
divisions “seated" the bank 
firm collapse during the dark 
days of the New England 
property market crash in the 
early 1990s. Mr Gifford says 
convincing Mr Mantles 10 
takeover the presidency at 
the headquarters in Boston 
teas Ms most important 

business achievement of the 

r teWuhL 


j/f People say that 
communication is 
the most important 
still to have in 
business, but 1 don’t 
agree. Communication afcffl* 
are only useful If they are 
being used to convey the 
right message. Using a good 
sense of humour to distract 
people tram reality, for 
instance, is not good 
management. 

The problem is not that 
managers are trying to be 
deceitful; it's that reality is 


often very difficult to see. 
We all have a tendency to 
view things the way we’d 
like them to be. You have to 
he able to take a step back 
and look at the trig picture. 

It Is all too easy to get 

Caught UP in the mtpntiae of 
daily management When I 
was at BankBostan fn Brazil, 
I decided to go on a 
four-month advanced 
management course at 
Harvard. I truly feared the 
bank would collapse in my 
absence, and I was surprised 
when I got back to see how 
little had changed. 

I was Just reading a book 
about Savannah, Georgia, 
which talked about the 
impact of a drastic fall in 
cotton prices at the turn of 
the century. People thought 
it would be a disaster, but it 
just turned out to be 
temporary market 
fluctuation. In the 
meantime, everyone was 
missing another event that 
really would rihawga the 
future of the city. The 
nutrients of the soil around 
the city were being depleted 
by over-tanning, 
plantation owners were 
moving further away from 
the coast to find more fertfle 
land. That chang e meant 
that Savannah as a port city 
would lose its importance. 


But no one saw it coming. 

par hanks the 

f undamental change I Think 

is electronic commerce - the 
internet If we lose sight of 
that, we are missing the big 
picture. 

When the Asian crisis 
happened last year. I sensed 
two strains of thought 

among analysts. One was 

that this was the end of the 
world for the region. The 
other was that this was just 
a minor glitch an the road to 
first world status for the 
tiger countries. The reality, I 
think, is neither. 

Emerging markets are, by 
definition, volatile. They are 
that way because as they 
grow they tend to spend and 
invest much more than they 
save. People from the 
developing world give them 
money to do that The 
volatility occurs first 
because the markets are 
shallow. Him aren't that 
many investors or 
companies in the stock 
markets there. Also, 
foreigners who invest there 
tend to over-react to good 
news and bad news. So what 
happened in Asia is nothing 
extraordinary and should be 
taken in one's strida It will 
happen again and a gain, for 
decades, until those markets 
have truly Emerged’. 


■R ank B oston Is refocusing 
its business on the capital 
markets in Asia. We are not 
retreating from the region. 
The crisis yields 
opportunities. 

Taking a long-term view 
requires tremendous 
self-confidence if what you 
see is at odds with the views 
of your bosses and peers. I 
almost lost my job once at 
BarikBoston in Brazil for 
Inirigtmg on investing in the 
country at a time when we 
were under tremendous 
pressure from headquarters 
to be cutting back. I believed 
It was the right time to 
expand, and I was eventually 
proved right The results 
were In my favour. 

In the end that Is really 
what counts, the result If 
you have results behind you, 
company politics fade away 
and you will be rewarded on 
the merits of your work. 

It’s important to measure 
a long-term view against 
short-term results, because 
in the end, no one can be 
completely certain of what 
win happen a year from 
now, never mind 10 years 
from now. The short-term 
results should cont inuall y 
shape your long-term vision. 

I think my experience as a 
Brazilian helped form my 
management style, because I 
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Fuschia pink? 
Ask the robot 
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Peter Marsh on advances in car spraying 
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Meiro fl es: 'Crisis yields opportunities' 


saw that despite wild 
day-to-day volatility, 
emerging markets over the 
long-term can be 
surprisingly stable. When 1 
talked to analysts after the 
Asian crisis, one of them 
remarked that my voice was 
remarkably calm. I truly felt 
«ilm, because I expect that 
sort of volatility to happen. 
It's because I’m not afraid of 
those fluctuations that 1 feel 
comfortable committing 
BankBoston to expansion in 
emerging markets. We can 


make a lot of money there. 


While my life in Brazil 
taught me important 
lessons, 1 think I must be 
one of the most un-Brazilian 
Brazilians in the world. 
Brazilians are 
very emotional 
people, very high 
highs, very low 
lows. I take a 4/ 

steadier. more ^ 
rational view. 


Victoria Griffith 
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virtually impossible- 

But help may he at band, 
frHaniw to an innovation by 

Dorr, the German company 
that Is one of the worlds 
leading producers of 
painting systems for car 

plants. ^ _ 

The group has returned to 

first principles by coming up 
with a cmfln robot - with its 
own set of paint cans - that 
can be activated at a few 
minutes' notice to comply 
with this type of demand. 

Behind the robot, which 
will see action later this year 
at a Volkswagen-Audi plant 
in Ingolstadt, is a philosophy 
drawn from old-fashioned 
car plants in which virtually 
everything was done by 
hand. 

In such factories, an 
unusual request from a 
customer would be met by 
an operator walking up to 
the line to do the job 
personally. 

With modern automated 
systems, such an approach is 
all but ruled out. No matter 
how flexible the software in 
these machines, the 
hardware would not allow 
the job to be done. 

This is illustrated by 
looking at the paint shop in 
a I990s-style car plant. 
Painting lines are among the 
most sophisticated parts of 
these factories. They can 
cost DM400m or 

more. They use a series of 
automated paint sprayers to 
apply up to eight coatings to 
car bodies at the rate of 60 
vehicles an hour. 24 hours a 
day. 

Programming of the 
systems is worked out in 
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relevant dealer - to wait 
until the system can be 
configured 

Frequently, however, there/ .. 

is an extra problem. To-dean 
out the pipes and tanks in * , 
the painting apparatus 
before applying a new colour. 

- just to suit a few choosy- 
consumers - may be too-: 
costly. 

That is where DQrrs new 
EcoCan system comes In. - 
The company reasons it 
would not make sense in. 
this instance to c h ann el the 
paint through “the;, 
conventional paint line. 

-So we bring the paint can; - . 
to the robot," says Hans : 
Dieter Pfitsch. Dflrr's - 
chairman. 

A series of the new robots * 
is positioned on the painting. 
line in gaps left between the 
automated painting j 
equipment. When there are 
demands for colours not in 
the programming for the : . 
complete line, the robots 
swing into action. 

Each has. by it up to 2d 
rans of paint in a carousel 
system - similar to a tool. . 
changer in an automated 
machining centre. The . 
carousel swivels into - 
position so that paint from 
the chosen can is pumped 
through a pipe into the 
robot’s painting nozzle. If 
another colour is required, a L 
r insing agent cleans out the 
system. 

In further versions of Hs r 
EcoCan system, another 
series of robots with' optical 
and touch sensors can 
inspect the painting job to 
check on quality. DQir says 
the new hardware may add 


advance so that they paint to the expense of setting up. 
the required number of a new painting line - but 
vehicles a day in specific that the extra flexibility it 


colours. Thanks ■ to the brings will be worth iL 
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TECHNOLOGY WORTH WATCHING 


A brighter, 
lighter outlook 
lor LCDs 


9637500; fax (0)161 9637509. 


A quieter 
industrial wash 


1 




A mere 15 minutes from- Newcastle, at the focal 


WASHINGTON 
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point of the North East's thriving economy, is the dynamic 
town ofWashington. Its younger-than-average workforce 
typifies Washington’s potential for even greater growth. 

CNT sells land for the development of business 
premises and can give you access co sites in Washington, 
an excellent strategic location with Assisted Area Status. 
This is highlighted by Asda's recent expansion, located 
just off the A1 (M), providing easy access to the national 


motorway network as well as Newcastle’s International 
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Airport and the main East Coast railway station. Freight 
distribution facilities are also available via Rail Freight 
and the East Coast sea ports. 

Washington is home to a wide range of businesses 
from automotive to electronics, plastics to pharmaceuticals. 
It is a magnet for ambitious companies like Nissan, 
Dunlop, Memorex, Rank Xerox and Marubeni Komatsu. 

The quality of life here is extremely attractive, 
with excellent housing, leisure and shopping facilities 
and nearly 700 acres of parkland. 

Not far away are the North Yorkshire Dales, the 
Northumberland Coast and the ancient cathedral city 
of Durham. 


Researchers tn Switzerland have 
developed a material that could 
be used to make brighter, more 
efficient Squid crystal displays. 

Conventional cotow LCDs 
rely on a combination of colour 
filters and pofarisers. These 
work by selecting the light with 
the right cotour and polarisation, 
and excluding the rest The 
problem with this approach Is 
that a large fraction of the light 
is converted Into heat, which 
limits the device’ s brightness. 

A better solution involves 
using a polymer-based 
photoiuminescent polarising 
material, according to 
researchers at the Institute of 
Polymers In Zurich, writing In 
today's Nature journal. 

This material contains ' 
randomly oriented molecules 1 
which absortj unpotarlsed light. 
These molecules then transfer ! 
the energy to polymers which 
are oriented so that they errit 
coloured, polarised BghL 

Institute of Polymers: 
Switzerland, tat 16323337; 
e-mafl wedar9pf.matethi.ch 


Adding steel balls to a washing 
machine might sean 
guaranteed to make It noisier. 
The opposite is true, accenting 
to Bectrolux, the Swedish 
engineering company. When 
steel bails are added to 
ring-shaped cavities attached to 
the drum of the machine, they 
make a large, noisy industrial 
washing machine operate more 
quietly than an ordinary 
domestic washing machine. 

When the washing moves to 

one side of the drum, the balls 
automatically move over to the 
other side to compensate. This 
action reduces the vibrations. •. 
cutting down the noise of the 
machine. The design is 
expected to save money by 
reducing foe need for large 
foundations. 

Bectrolux-Wascetor. Sweden, 
te/ 37266700; e-mail 
’ nf d9wascator.electrotux.se 


Wide application 
for new material 


New test for 
cervical cancer 


If you want your business to grow, talk to CNT. 


LOCATIONS MADE FOR BUSINESS SUCCESS. 


'I'T '■ -• ' V.a.U . t tV flA u->. . •• 

CNT SELLS LAND F OR TH E DEVELOPME NT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND. 
ASK ABOUT: ♦ DEVELOPMENT SITES. ♦ FAST-TRACK PLANNING. ♦ CONFIDENTIAL AND COMPREHENSIVE SERVICE. 


CALL 01925 651144 FOR DETAILS. 

e-mail: marketin 08 cnt.org.uk Internet: http://www.cnt.org.uk 



A British-based company has 
developed a new way of 
screening tor a cancer that toils 
more than 2LOOO women in the 
UK every year, writes Pat 
Hagan. The Hybrid Capture 11 
system, ptoneered by Digane 

Europe, works by screening for 

human papiBomavirus rather 

than cancerous cells. The virus 
has been implicated in up to 93 

per cent of cervical cancer " 
cases. 

The test works by firing 
light-emitting molecules that 
attach themselves to the virus 

DNA, aHowfng defective cells to 

be picked up by diagnostic 
equipment in the laboratory. It 
al| ws pre-cancerous cell 
changes that are frequently 
missed in current screening 
methods to be identified writer. 

tea UK trial, a sample of cells 
taHPV testing was taken from 
3,000 women undergoing 

routine smear tests. The Hybrid 

Capture 11 system picked up 

90 per tent of abnormalities 
cwnpared with 75 percent for 
the smear. 

Europe: UK, tel (0/787 


US researchers have developed 
a class of materials that could 
have uses ranging from skin 
moisturises to drug capsules. 

Hie materials, which are 
called co-polymer networks, are 
made from intersecting ohairs 
of small molecules that are 
Hnked together to form a larger 
mesh-like structure. The 
material can be made to have 
properties, depending 
on the relative proportion of its 
two constituent materials, 

“ ifl ** 8 derivative of 

°®9° et hyfene glycol. 

Jlie soemfets at Purdue 
Un ™ity think that the 
™jterials could be used as ■ 

“tram because the mesh 

My the interioctong 
Povmara will only allow certain 
P ar ticles through. 

The materials are also 

“^tive to the acidity of their 
which affects the 

of the mesh. This property 
might make them statable for 
^rfeilvary, since different 

of the body have different 
degrees of acidity. 

Purdue University. US. M 
7654942096; http-f/ ^ . ’ 
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THE ARTS 


TAKES ON ELMORE LEONARD 


Great plot, shame 
about the violence 


Nigel Andrews 

misses the rawness 
of ‘Pulp Fiction’ 

Jackie Brown, Quentin. 
Tarantino's first film since Pulp 
Fiction, has every component you 
could ask for. Smart A 

plot by Elmore Leonard based on 

his novel Rum Punch. An inge- 
nious climactic "sting". And six 
neatly drawn characters by 
Hollywood pros. 

So why is it such a drag? After 
a hypnotically sustained opening 
shot - actress Pam Grier, blax- 
ploitatlon heroine of the 1970s, 
trav elating through an airport in 
stewardess uniform, head held 
erect and still, like an Egyptian 
carving' on invisible wheels - the 
whole film goes cm to behave like 
a perpetuum immobile. One static 
scene clumps after another. 
While drug-smuggler Samuel L. 
Jackson, sleuthing bail-bonds- 
man Robert Forster, petty crook 
Robert De Niro, blonde moll Brid- 
get Fonda, FBI man Michael Kea- 
ton and airline moll turned 
cocaine courier Grier wrestle 
with the multiplying gkpins of 
intrigue, like Noras on a difficult 
knitting day, the camera goes 
plonk, plonk, plonk. 

The only sequence that comes 
ahve is a triplerewind account of 
the same climactic “bag drop" in 
a busy shopping mall, seen 
through the viewpoints of three 
different participants. This is 
quintessential Tarantino: peak 

Stuff fr om the maw who nhnfflml 
time sequences so deftly in Pulp 
Fiction and Reservoir Bogs. But it 
is the wily peak. 

We were probably over-keyed 

for this third film from a man 

whose first two wrote him 
straight into the cultural history 
lexicon. “Tarantino. Noun, mas- 
culine. Chemical process by 
which testosterone is trans- 
formed into celluloid, with vio- 
lence, wit and quirkHy self-de- 
structive characters as 
by-products." 

This critic, who goes to reader 
confession less than he should, 
admi ts to devoting his Pulp Fic- 


tion review to an anti-violence 
tirade when the film deserved 
better. Though it was violent, his- 
tory has suggested it wasn’t 
needlessly so. The very eruption 
of Tarantino- mania suggests that 
the time was right for the spin 
this man put on bloodshed: 
giddy, absurdist, even mock-inno- 
cent. His insouciance wrong- 
footed everyone from the moral- 
ists to the doe-sadists. 

So for a critic now to say that 
Jackie Brown isn’t violent enough 
must be maddening for the film- 
maker. Bat never mind blood- 
shed, Jackie Brown has no “vlo- 

JACKJE BROWN 

Quentin Tarantino 

THE RIVER 

Tsai Ming-Liang 

GATTACA 

Andrew Niccol 

THE MAN IN THE 
IRON MASK 
Randall Wallace 

LOVE ETC 

Marion Veraoux 


lence" of emotion or vision: no 
raw storytelling passion that 
would lend dr ama, tension or 
even an anarchic hilarity to a 
tale of misbegotten crime as dull 
as soap. 

Even the acting is a letdown. 
De Niro, Jackson and Fonda have 
been here before and it shows. 
Grier is so iconic she often seems 
embalmed. Only Keaton and For- 
ster, smnggH'ng secret smiles into 
their roles, keep the screen alive. 
The film resembles a multiple 
shaggy dog story, told by a man 
who has forgotten the story’s 
point but knows he can win a few 
late postmodern cheers by parcel- 
ling out the viewpoint among the 
dogs themselves. 

★ 

Tsai Mtng-Liang's The River is 


the other side of the coin: incon- 
sequential! ty presented by a 
genius. This Taiwanese family 
fable from the director of the 
Venice Golden Lion- winning 
Long Live Live is bauntingiy 
funny When not plain haimttng 

Dad Is a closet homosexual 
with Heath Robinson tendencies. 
When not steaming in a sauna, 
he nails up corrugated plastic to 
keep the rain from the bedroom. 
Mum is obsessed with food. And 
Sonny (Lee Kang-Sheng) develops 
a chronic neck-crick after a 
motorcycle accident; or was it 
after an ill-advised movie shoot? 
He took a one-day stunt-extra job 
as a floating corpse and quite lit- 
erally, courtesy of his ailment, 
never looked back. 

This three-way ballet of dys- 
functioning self-absorption is 
runic, deranged, transfixing. The 
“river" of the title, Ming-Liang 
has suggested, is the river of fete. 
But helplessness seems less the 
theme than the way we each lock 
ourselves, almost by choice, into 
our own forms of existential 
auto matism The film has a won- 
derful wrap-all vision. Sex goes 
together with eating, with DIY- 
ing, even with the serendipitous 
tics or torments of physical 
injury, to make a language of 
pantheistic gestural striving as 
touching and funny as it is 
totemic and mysterious. 

Gattact i tells us what will hap- 
pen to humanity in the age of 
designer genes. We will all work 
in gigaming concrete bunkers, as 
if London’s National Theatre has 
spored across the world, and sci- 
entific exploration will be in the 
hands of - brace yourselves - 
Gere Vidal- 

Playing “Director Josef”, Vidal 
puts so modi head-quivering, sly- 
grinning ironic spin into his lines 
- as if to say, “I have to speak 
this dialogue but you know I 
don't really mean it" - that we 
fear his head might fell off It 
does in a seise, but we cannot 
reveal too m uch. Mostly we are 
stuck with Ethan Hawke and 
Uma Thurman as a young 
genetic impostor and his girl- 
friend. Hawke borrows the DNA 



Afrfine man turned cocaine courier: Pam Grier in Tarantino's ' Jackie Brown' 


of crippled super-athlete Jude 
Law, handsomely sickly in a 
wheelchair. By passing off Law’s 
urine, sweat dandruff and so on 
as his own, he can be chosen for 
a coveted space mission. Unless 
he is discovered . . 1 
Mad, but clever. With his first 
film writer-director Andrew Nic- 
col sets a pace for post-millennial 
eugenics while the rest of Holly- 
wood is stm floundering around 
in 1913 ( annus Titanicus). His 
direction of actors could be 
sharper, and he could tell ex- 
Kieslowski cameraman Slawomir 
Idziak to go easy on the yellow 


filters. But this is still a cunning 
essay in future-specific sci-fi. 

Alexandre Dumas's musketeers 
were an early version of the 
United Nations: discuss. In The 
Man In The Iron Mask D'Artag- 
nan (Gabriel Byrne) is Irish, 
Athos (Jeremy Irons) is English, 
Aramis (John Malkovlch) is 
American, and Porthos (Gerard 
Depardieu) is French going on 
Incomprehensible. 

“Ee is uhng like a dohhnkey!" 
are Porthos' first bawdy words, of 
Athos, after which he largely 
shuts up - except no doubt in the 
French dialogue version of this 


Hollywood-on-the-Seine folly - 
while his cronies clash verbal 
saws with Louis XIV and his 
masked twin brother, both played 
by Leonardo DiCaprio. 

Randall Braveheart Wallace 
wrote and directed, with scant 
regard for either Dumas or his- 
tory. But the tsk-tsk's soon freeze 
in your mouth. For how can you 
dislike a fihn so cheerfully scat- 
tershot? It tries, and often suc- 
ceeds, in being ftinny, swash- 
buckling, sospenseful and 
dramatic all at once. And though 
DiCaprio seems condemned to be 
too young far every role be plays. 


our four ageing fepfee-rattlers act 
to the hik in all possible senses. 

Francophflia is no excuse for 
importing Marion Vemoux*s Love 
Etc. But as the new Chunnel 
replaces the old checkpoints, a 
whole series of mediocre French 
films are pouring into Britain. In 
this romantic triangle drawn 
from Julian Barnes's novel 
Talking It Over, Charlotte Gains- 
bourg is tom at torpid, garrulous 
length between two young men, 
but knows she must finally 
choose. The critic is torn between 
two equally inviting exit doors, 
but knows he must stay. 


Cosi sung with 
welcome intimacy 


OPERA 

DAVID MURRA Y 

Cod fen Mb 
Royal Opera Company 


London's nomadic Royal Opera 
has not had a good track-record 
at the Shaftesbury Theatre, but 
at last it offers a thoroughly rec- 
ommend able hit: Mozart's Cosi 
fim note in the Armani/J o nathan 
Miller production from 1995, 
transferred from the Covent Gar- 
den house with a slight reduction 
in scale for the set 
That is no loss. It looks just the 
same - ie. a grand, bare, long-va- 
cated Neapolitan palazzo that 
perversely affords no view of the 
Bay of Naples (why did the Ferra- 
rese sisters choose to rent it?) - 
but it accommodates the action 
handsomely. Better than at 
Covent Garden; because a 
smaller house always lets a Cosi 
cast act better (and therefore sing 
better, too). The temptation to 
signal everything broadly, since 
almost all the action in Cosi is 
psychological, dwindles when the 


audience is closer; the actors can 
relax and let the music take the 
strain. 

The first-night cast on Tuesday 
were captivating, one and all 
(They share the run, until March 
28, with an alternate cast about 
whom I know nothing: check 
when you book!) Some were 
deprived of their snmptuous, 
costly-casual Armani gear: 
Armani and the Royal Opera 
apparently had problems over re- 
doing the kit for new singers. 

My sympathies are with the 
Royal Opera (their programme- 
book mentions no sources for the 
frocks, though they are reported 
to be by Marks and Spencer). But 
I ought fairly to note that the 
budget substitute-costumes - 
especially for the new leading 
ladies - didn't play well: vari- 
ously tight and loose, In the 
wrong places. 

But those were trivial factors. 
The six principals themseZves, 
and Sir Colin Davis’s hugely sym- 
pathetic treatment of them and of 
the score, make the evening. 
From the original Covent Garden 
cast Simon Keenly side and 


Thomas Allen return: the one 
sings young Gughelmo with com- 
ic-ironic airs and well-rationed 
power, and the other portrays the 
wise, cynical Don Alfonso in such 
urbane depth that first-timers for 
Cosi may remember Aden as a 
model forever after. 

The new Ferrando is the boy- 
ish, gangly S tutt gart tenor Rai- 
ner Trust, whose elegant singing 
is nicely undercut by his increas- 
ing dismay as t he intrigue devel- 
ops beyond his expectations. He 
and Keenlyside play one another 
off with engaging camaraderie. 

The new female lovers, or 
flirts, are Barbara Frittoli (Flordi- 
ligi) amt the Albanian Exxkelejda 
Shkosa (Dorabella), who do as 
much: passionate utterances, 
very wen-tuned, through all their 
ditsy veerings. Inger Dam-Jen- 
sen, a cool Dane, sings Despina - 
and the “Doctor”, and the 
“Notary" - with pawky irony. 

This is as rewarding a Cosi as 
I’ve seen and heard in several 
years. The first night was far 
from sold out, so you should be 
able to get good seats. Though 
the close-up charms of sitting in 
the stalls are seductive, Davis’s 
orchestra is muffled there by a 
thick curtain across the front. 
Higher up is probably better, but 
generally the acoustics are damp- 
ening. Go anyway: an intimate 
Cosi is a thing of joy, and this 
one is altogether winning. 


NEW YORK OPERA 

Samson et DafRa 
L'efisr (Tamore 


The audience at the Metropolitan 
Opera loves its star singers and 
sometimes it seems the whole of 
New York does. Take a taxi and 
you may well find a voice from 
the back whisper soothingly: 
“This is Plficido Domingo, 
reminding you that a seatbelt is 
for your own safety." 

There are not many opera- 
houses where one is likely to 
catch both Domingo and Luciano 
Pavarotti on the same weekend, 
but for the Met the stars do 
indeed function as a kind of 
safety belt, guaranteeing capacity 
audiences night after night Last 
week Domingo was coming to the 
end of his run in the new produc- 
tion of Samson el Dalila just as 
Pavarotti returned to take over a 
revival of L’elisir d’amore. 

They are two of opera’s great 
survivors. Zt would be stretching 
credibility to claim that Domin- 
go's voice has not aged, but for 
most of the time he still sang 
gloriously, with plenty of 
reserves of power and breath-con- 


trol. Samson is one of his very 
best roles, requiring just the lyri- 
cal grandeur of style with which 
he is most comfortable. 

Tbe production demanded 
nothing unusual of him, once 
past the novel idea of having the 
Israelites dressed as modern-day 
Jews and the Philistines as sav- 
ages in trendy loincloths. By Act 
2 Domingo's Samson was back in 
Old Testament garb and the love 
duet moved by numbers. Elijah 
Moshlnsky's production is basi- 


like Samson et Dalila offers ideal 
entertainment value at the Met, 
so long as there are plenty of 
extras for the third act orgy and 


die, but she sounded near her 
limit at the top. Alan Held, sport- 
ing fingernails a foot long, sang 
Abimelech Scissorhands with 
concentrated power; Frederick 
Burchinal and Paul Plishka gave 
reliable support as the High 
Priest and Old Hebrew. 

Altogether, this was an even- 
ing of good, sturdy accomplish- 
ment seconded from the pit by 
Leonard Slatkin's well-paced 


to be .-the life and soul of the 
party. In vocal terms Pavarotti 
tiptoes bis way through the role 
of Nemorino gingerly these days, 
and only singing to his fall 


zetti vocal line or make the 
words speak as expressively as 
he can? 

Inevitably, it was Pavarotti's 
show, though Ruth Ann Swenson 
performed many wondrous vocal 
tricks with Adina's music. With a 
bit more character, she might 
seem more than a blond Broad- 
way leading lady. Roberto de 
Candia was the bright-eyed Bel- 
core and the tireless Plishka. a 
gruff Dulcamara. The conductor, 
Maurlzio Benini, accompanied 
sensitively. 

Next season there will be cele- 
brations at the Met, when both 
Domingo and Pavarotti mark 
their 30 years with the company. 
Domingo will sing in The Quern 
of Spades, Simon Boccanegra and 


they are gone, the Met will have 
to find new stars and home- 
grown American ringers look to 
be in pole position. 

Samson et Dalila sponsored by 
the Gramma Fisher Foundation; 
revival of L'elfsir d’amore spon- 
sored by the Edith C. Blum Foun- 
dation. 


the voices are big enough. Hav- 
ing seen off one generation of 
Dalii as. Domingo here had as his 
partner young Denyce Graves, 


capacity at the important 
moments, such as his eloquent 
“Una furttva lagrinoa”. But where 


Great survivors draw the crowds 

who smouldered as smoltily as are tbe Italian tenors of the next 
any. Her mezzo glows in the mid-' generation who can spin a Dohi- 


There are not many opera-houses where 
one is likely to catch both Domingo and 
Pavarotti on the same weekend 

musical direction - but not of 

great enlightenment. the revival of Samson et Dalila; 

It was apparently touch-and-go Pavarotti will appear in some 
whether Pavarotti would appear performances of Tosca. When 
for L'eHsir d’amore last week, but 
once an stage he was determined 


cally his Royal Opera staging 
over a gain, even if the brightly 
coloured designs by Richard Hud- 
son cannot match Sidney Nolan's 
in subtlety. 

Any heady French grand opera 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

CONCERTS 

Concoftgebouwr 

Tel: 37-20-675 4411 
Rott e r da m Phtihsrmoriic Ochesfra: 
conducted by Valery Gergiev in 
works by Brahms. Mozart and R- 
Strauss. With piano soloist Stefan 
Vtedar and soprano Inga Nielsen; 

Mar 21 

OPERA 

Netherl a nds Opera, Hat 

Muzfektheafter 

Tet 31-20*51 8911 

Oedipus Rax and Psatinensyrnforie: 

Stravinsky doubte-WL New, 

co-production with the Satibtrg 

festival, directed by Peter Seflars. 

Tbe conductor Is Hans Vonk, and the 
cast includes Willard Write; 

Mar 19, 22 


BALTIMORE 

CONCERTS 

Joseph Meyerftotf Symphony Hafl 
Tet 1-410-783 8000 
wwwJ&ti morasyophony.org 
Baltimore Symphony Orchestra: with 
paroussfontet Evelyn Giamte. 
Programme includes Christopher 


Rouse's Der geretteta Alberich, 
Wagner’s Siegfried Idyll and R. 
Strauss's Also sprach Zarathustra. 
The conductor is David Zinman; Mar 
19,20 

OPERA 

Baltimore Opera Company, Lyric 
Opera House 
Tet 1-410-625 1600 
wvrwJtaftknorBOpera.com 
Carmen: by Bizet Conducted by 
Alfredo SBpignl in a production 
directed by David Roth. The title role 
is sung by lrfna MJshura, Mar 19, 
21,22 


BELFAST 

THEATRE 

Grand Opera House 

Tet 44-1232-241919 
Marlene: A Trfljura to Ketrich. 
Staring S&n PhflDps; Mar 19, 20. 21 

BIRMINGHAM 

CONCERTS 

Symphony Hall 
Tet 44-121-212 3333 
IheTdraflcovksy Experience: Roger 
Norrington conducts the Ochestra of 
the Age of Enlightenment in a 

weekend of concerts, using period 
instruments, intended to sound as 
Nstoricafly accurate as possible. 
Saturday's programme incfeides 
extents from Sleeping Beauty and 
Piano Concerto No. 1. with pianist 
Cyril Huvfe. Sunday's programme 
includes Tatyana's Letter from 
Eugene Onegin with soprano Joan 
Rodgers, and the Patfritique 
Symphony. The weekend's activities 
indude afternoon recitals by Huve 

and Rodgets, as wall as talks and 

open rehearsals. The programme war 


be repeated in London the following 
weekend 


BOLOGNA 

OPERA 

Team) Camunafe 
Tel: 39-57-529 999 
wwwMerhino.K/txi/teatrocomunale 

• Don Carlo: by Verdi. 
Co-production with the Grand 
Theatre de Genfeve, conducted by 
Hahu Inbal in a staging by Andrei 
Servan; Mar 19. 21 

• II Campieflo: by Wolf -Ferrari. New 
production conducted by Bruno 
Bartotetti In a staging by Narmi 
Garatia, with designs by Antonio 
Florentine: Mar 20, 22 


CHICAGO 

CONCERTS 
Orchestra Hall 

Tet 1-312-294-3000 
www.chieagosymphony.org 
QVcago Symphony Ochestra: 
conducted by diver Knussen in 
works by Mussoigsky/Stokowski and 
Knussen; Mar 19, 20, 21 


DUBLIN 

EXHIBmNS 

Irish Museum of Modem Art 

Tet 353-1-612 9900 
Andy Warhol: After the Party. Works 
1956-1986. 100 works, drawn mainly 
from the Warhol Museum in 
Pittsburgh and including early 
drawings; ends on Sunday 


FRANKFURT 

CONCERTS 
Frankfurt Oper 

Tet 49-69-21202 


Rising Stars; mezzosoprano Xenia 
Merjer. pianist Hans Ejsackers and 
saxophonist Hubert Ctaessens of the 
Amsterdam Concertgebouw perform 
a programme including works by 
Purcell, Mozart Brahms and 
Debussy; Mar 19 


LONDON 

CONCERTS 
Royal Festival HaO 

Tet 44-171-960 4242 

• Boston Symphony Orchestra: Seiji 
Ozawa conducts Mahler's Symphony 
No. 3; Mar 19 

• London Philharmonic Orchestra: 
conducted by Mark Elder in Gameian 
Music at 6pm, followed by 
Messiaen's Turangaffla Symphony at 
8 pm; Mar 21 

OPERA 

English National Opera, London 
Coliseum 

Tet 44-171-632 8300 
0 La Boh feme: by Puccini. Steven 
Pimlott’s production is revived by 
Barry Atkinson end Frances Moore, 
and conducted by Emmanuel Joel; 
Mar 19, 21 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by Tobias 
Hoheted and conducted by Paul 
Daniel/William Lacey, Mar 20 

Shaftesbury Theatre 

Tet 44-171-379 5399 

The Royal Opera: Cosi fan tutte. by 

Mozart Revival of Jonathan Miller's 

production, conducted by Colin 

Davis; Mar 19, 20, 21. 23 


MADRID 

EXHIBITION 


FundacM "la Caixa" 

Tel: 34-1-435 4833 
From Whistler to Sickert joint 
retrospective of the two painters 
which alms to introduce their work to 
the Spanish public by contrasting 
their differences. The exhibition wi II 
demonstrate the Influence of 
Velfezquez on Whistler as wefl as that 
of Whistler on Sickert. Whistler 
introduced Sickert to Degas, who in 
turn was to become a major 
influence; to May 17 


NEW YORK 

CONCERTS 

Avery Fisher Hafl, Lincoln Center 
Tel: 1-212-875 5030 
New York Philharmonic* conducted 
by Dantais Gatti in Mozart's Sne 
kWne Nachtmusik and Mahler's 
Symphony No. 5; Mar 19, 20, 21 

Carnegie HaO 

Tet 1-212-247 7800 
www.camefpehall.org 
Russian National Orchestra: 
at [-Russian programme conducted by 
Mikhail PJetnev. With violin soloist GO 
Shaham; Mar 19 

EXHIBITIONS 

Metropolitan Museum of Art 
Tet 1-212*79 55 00 
www.metmu3eum.org 

• Charies-Honorfe Lannulen 
(1779-1819): around 50 pieces of 
furniture by the French cabinetinaker 
who left Parte to build a successful 
career in New York; to Jun 14 

• Gianni Versace: this tribute to the 
fate Kalian designer explores the 
influences upon hie work of artists 
including Warhol, and of historical 
styles ranging from Greek and 
Roman classicism to 18th century 


court styles and the Vienna 
Secession. The show also explores 
his use of new materials such as 
plastic and leather, aid includes 
designs tor the theatre; ends on 
Sunday 

OPERA 

Metropofitan Opera, Lincoln Center 
Tet 1-212-362 6000 
wwwjnetopem.org 
Stiffeiio: the first performance of 
Verdi's opera this season Is 
conducted by James Levine, with 
Maria Guieghina as Una and Placklo 
Domingo as Stiffotio. The production 
is by Giancario del Monaco; Mar 23 

New York City Opera, New York 
State Theater 

Tat 1-212-8705570 
wwwjnycopera.com 
La Bohfeme: by Puodrd. New York 

City Opera. Conducted by George 
Manahan and staged by Graziefla 
Stiuttl; Mar 21 


PARES 

CONCERT 

ChfitaXet 

Tel: 33-1-4028 2840 
London Symphony Orchestra: 
conducted by Pierre Boulez; Mar ig 

Satie Pteyef 

Tel: 33-1-4561 6589 
Orchestra de Peris: conducted by 
Semyon Bychkov In Mahler's 
Symphony No. 2. With soprano 
Elisabeth Norberg-Schutz, 
mezzo-soprano Maijana Lipovsek, 
and Choir led by Arthur Oldham; Mar 
19,21 

Theatre dee Champs ByaSes 

Tat 33-1-49525050 


• Boston Symphony Orchestra: 
conducted by Seiji Ozawa in 
Mahler's Symphony No. 6; Mar 20 

• Boston Symphony Orchestra: 

conducted by Se$ Ozawa in 
Mahler's Symphony No. 3; Mar 21 


ROTTERDAM 

CONCERTS 
de Doelen Hafl 
Tet 31-10*17 1700 
Rotterdam Philharmonic Orchestra: 
conducted by Valery Gergiev in 
works by Brahms, Mozart and R. 
Strauss. With piano soloist Stefan 
Vtedar and soprano Inga Nielsen; 
Mar 19, 20 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for Europe 
can be received in western Europe 
on medium wave 648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday. GMT: 

063ft Moncyane with Lou Dobtxs 
13-30: Business Ase 
19-30: World Business Today 
22 JXk World Business Today Update 

• Butiness/Maritet Reports: 

05:07; 06:07; 07:07; 0820; 0930; 
1020; 1120; 1122; 1220; 1320- 
1420. 

At 0820 Tanya Beckett of FT7V 
reports live from UFFE as the 
London market opens. 
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SAMUEL BRITTAN 


ECONOMIC VIEWPOINT 


A ‘liberal’ Budget 


If a government produces a very good Budget one should say 
so before coming to the inevitable ife and buts 


Those who criticise Gordon 
Brown, the UK chancellor of 
the exchequer, for a merely 
neutral Budget, which 
avoids large net tax changes, 
are so besotted by 
fine-tuning that they ignore 
the remarkably good fiscal 
numbers. The public sector 

borrowing requirement 

(budget deficit) has fallen 
from nearly £23bn in 1996/97 
to an estimated 5&9bn in the 
coming year. In more 
meaningful terms it is 
expected to drop from 3 to ’4 
per cent of gro^s domestic 
product The official 
projections show a balanced 
budget the following year 
and a net public sector 
repayment early next 
century. These surpluses 
could weQ arrive much 
sooner. 

Mr Brown has also been 
bold enough to publish 
estimates of a public sector 
balance adjusted for the 
business cycle. These 
numbers are not quite so 
good, as they show a 
remaining deficit of between 
zero and 2 per cent of GDP 
depending on the economic 
assumptions. Even so. it is 
weD within the Maastricht 
criteria and is expected to 
disappear completely by the 
end of the century. It is just 
not realistic to suppose, as 
some British commentators 
have done, that any 
chancellor would increase 
taxes and pile up cash 
surpluses because of same 
highly debatable belief that 
this would enable interest 
rates to come down 
substantially and reverse the 
overshooting of sterling that 
so many British 
businessmen complain of. 

Although the full public 
expenditure review will not 
be published until the 
middle of the year, the 
chancellor has already given 
a good hint of what it will 
look His economic 
projections are based on a 


range of three public 
expenditure projections over 
the next few years ranging 
from a real increase of % per 
cent per annum to one of 2V* 
per cent Even the highest 
does not exceed the trend 
growth of GDP on the most 
cautious of the economic 

projections given. Mr 

Brown's worst enemies 
cannot reasonably accuse 
him of a tax and spend 
policy. 

Dilemmas remain. All the 
fiscal virtue in the world 
cannot prevent sterling 
coming down with a bang if 
financial markets eventually 
decide It is grossly 
overvalued, if and when that 
happens the risks to the 
inflation outlook may be 
sufficient for the Bank of 
England to engineer a sharp 
rise in interest rates and a 
hard landing for the 
economy. 

This is not the time or 
place to argue whether that 
would be a good or a bad 
policy for the Bank. But 
what can be said is the 
government does have the 
option of abolishing the • 
swings and roundabouts of 
sterling by ahniishmg the 
pound as an independent 
currency, taking an early 
opportunity to merge It into 


the euro. 

This would be no panacea. 
One price that would have to 
be paid would be greater 
fluctuations in the 
year-to-year inflation rate, as 
occurred under the gold 
standard and as Ireland is 
about to experience as an 
early entrant to economic 
and monetary union. The 
absence of easy solutions to 
these macroeconomic 
dilemmas should not detract 
from the chancellor's 
. courage in picking up firmly 
the nettle of work 
disincentives and trying, 
more generally, to combine 
modest redistribution with 
better rewards for 
entrepreneurs. 

Throughout the Budget I 
recognised many sensible 
reforming ideas discussed 
over many years with 
minis ters, officials and 
academics, but which have 
been shelved or diluted 
because of bureaucratic 
objection, political 
inhibitions or prime 
minis terial vetoes. The latter 
have not completely * 
disappeared. It is a 
reasonable working rule that 
any measure to which 
Margaret Thatcher would 
have objected might cause 
Tony Blair to at least raise 
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his eyebrows. This is shown 
by the unfortunate decision 
to postpone the abolition of 
tics relief on mortgage 
interest payments and the 
taxation of child benefit 
allowances. But these 
interventions have not been 
big plo ugh to undermine the 
basic strategy. 

What Is the political 
colour of the Budget? Its 
sensitivity to distributional 
effects marks it out from 
most Tory budgets. The 
biggest relative gains go to 
the poorest famili es and 
those with children. 

The much anticipated 
centrepiece is the Working 
Families Tax Credit This is 
based on the principle that it 
is better to top up the 
earnings of those whose 
work has a low market value 
rather than to let them 
lang uish on the dole. The 
top-up has improved, as can 
be seen from the £l'/tbn 
annual increase in 
budgetary cost On top of 
that, an additional childcare 
credit has been introduced 
(about which there should 
be some liberal qualms, 
since the state should be 
neutral between going out to 
work and looking after 
children at home). 

The shift to paying the 
credit through the tax 
system is more than a 
headline gesture. 
Beneficiaries will be able to 
net the credit off against tax 
liabilities so long as the 
couple agrees. (Presumably 
| this gives the wife a veto.) 
This is a step towards a 
I comprehensive negative 
I income tax. 

It is certainly not an Old ■ 
Labour Budget. What is new 
I is the ingenuity used to 
reduce marginal tax rates at 
the bottom of the income 
scale without heavy 
increases in marginal rates 
higher up. 

I have used the word 
“heavy” because 
redistribution does not come 
without a cost any more 
than golden apples grow on 
trees. If Britain is both to 
help the poor and refrain 
from penalising 
responsibility and initiative, 
the mass of taxpayers have 
to make a modest 
contribution. The increase in 
standard employer National 
Insurance contributions 
from 10 per cent to 12.2 per 
cent (contribitions paid by 
employers on wage bills 
above a £81 per week 



threshold) will act like an 
increase in the basic rate of 
income tax - there Is no 
fundamental economic 
difference between employer 
and employee contributions. 
But this increase is 
relatively modest and dots 
not involve the penal 
marginal rate on managerial 
and professional incomes 
which were characteristic of 
Labour In the past 

The best label for the 
Budget that 1 can think or is 
that invented by Adair 
Turner, the director-general 
of the Confederation of 
British industry: 
“redistributive market 

liberalism" - with only a 
light touch on redistribution. 

Mr Brown may base what 
be is doing on his belief in 
an activist role for 
government. But a classical 
liberal could also justify it as 
setting out the framework of 
a civil association in which 
individuals can follow their 
own objectives within a 
sensible set of rules. 

There could eventually 
come a point - for instance 
in the degree of compulsion 
applied to take up work or in 
authoritarian measures 
outside the economic area - 
when “liberals'’ 
(free-marketeers) would have 
to break decisively with New 
Labour. But we should enjoy 
the honeymoon while it 
lasts. The more practical 
problem for Mr Brown is to 
do with future expectations. 
Having set down a 
medium-term framework for 
monetary and fiscal policy, 
the tax structure and the 
social aspects, future 
Budgets may come to seem 
relatively minor affairs, 
devoted to filling in details. 

It would be best to face up to 
this prospect and disabuse 
the Britons of the idea that 
the Budget must be an 
exciting event, full of 
surprises, taking billions of 
pounds in or out of the 
economy. 

There will be plenty of 
other matters to occupy the 
chancellor's attention both 
domestically and in the 
international field. I 

Macroeconomic stabilisation 
policy, having been oversold 
in the past, may now have 
been played down. But a 
successful revival will need 
to be on an international 
scale and cannot be carried 
out by a medium-sized 
economy on its own. 
sa 7 nueLbrittan@ft.c 0 m 
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Myopia of member states that threatens 
to tarnish the enlargement of MJ _ 


From Mr Mateusz Tuniewicz. 
Sir, Philip Stephens' 


article. “Price to be paid «i«« mhatlssur- aov wenm 

(March 13). aptly captures spring sem< sa uW ls democracy. 

, . 1 _ , rtricinf? ana IdUltuM,. . 


**,0 the EU Which has ultimately ; 
seats a failed course in th a strong, long- ;'; 

European history- l asting growth, civilisatipnal . T -- — • - • • 

mark at tbe end of the "SSmt and stable. 


fllf 


UVlOiUt * v/l — T * _ . J 

the moods of the two parties prising anu us uup* <■«*»«• — 

ZowTin the EU elSi- tbe ^ ^ challenge of enJmsem^ 
BiMit; that of the EU mem- members to the ge become dominate 


Let us hope that the grand 


ment: that of the EU mem- 
bers, myopic and selfish: and 
that of the central and east- 


fate which led them to pros- 


parity and seconty in the 


will not become dominated 
by self-interest and historic- ' • 


toat 01 me cenirai aim ami- war 

ern European countries, post-second ' - cularly 

nr niumQ nPHOd- It IS P 


war myopia. 


incapacitated as pawns in period. It P ^ most 
the hands of those who will deplorable th suC h as 
determine the future pros- recent entrants. 


determine the future pros- 
perity of their region. 

The feet-dragging on the 


cnain or Greece, nave 
already forgotten that, not 
Innff aeo, they were also 


part of the EU members in long ago, tne y __ „ nd 
embracing the new democra- authoritarian and poor, 
cies of central Europe repre- that it is their admiSSl 


Mateusz Tuniewicz. 

School of International 
Service. 

American University, 

5415 Connecticut Are, 

Apt 417. 

Washington, DC 20015; US 


Big gap in view of special relationship 


From Mr Richard Fursland. 

Sir, Is this a record? A 
whole-page article (“Billing 
and cooing". March IS) 
about the US/UK relation- 
ship that manages to avoid 
any mention of the fact that 
the two countries have a 
business relationship - 
which just happens to be the 
largest between any two 
countries in the world. 

“London is peripheral”? 
- Bri tain is Belgium"? “Cool 
Britannia is an illusion"? 
Tell that to tbe million-plus 
Americans who are 
employed by British compa- 
nies in the US; to the thou- 


sands of US companies that 
have poured 40 per cent of 
their European investment 
into Britain: and. indeed, to 
the tens of thousands of new 
American readers that you, 
sir, have so successfully 
recruited to the FT. 

The article was rightly 
sceptical of world views lim- 
ited to the home counties 
and the eastern seaboard. A 
pity, then, that its own view 
appeared to be limited to tbe 
still narrower prism of 
Washington/Whitehall. 

A close Washington/White- 
hail relationship (as at pres- 
ent) represents a real plus 


for both countries. But, like 
the FT itself, it is only one 
feature in a much broader 
canvas. Long may it, and. 
you, continue to prosper and 
to m alfp your unique contri- 
butions to this remarkable, 
enduring and multi-faceted 
partnership. 


Richard Fursland, 
managing director, 
British-American Chamber 
of Commerce, 
executive director, 
British-American Business 
Council, 

52. Vanderbilt Avenue, 
New York NY 10017 , US 


No grounds for continuing anomaly of duty free 


From Mr James Henderson. 

Sir, As a frequent cross- 
Channel traveller I shall 
regret the passing of the 
duty free concessions. One is 
obliged, however, to admit 
that when it is looked at 
rationally there is no gnnmd 
whatsoever for continuing 
this concession whether it is 
from a moral, fiscal, eco- 
nomic or any other point of 
view. 

It is morally indefensible 
that the rich traveller should 
obtain a benefit not avail- 
able to those too poor to 


travel. It is fiscal nonsense 
to make the poorest section 
of the population pay the 
most excise duty. It is eco- 
nomic nonsense to transport 
tons of goods for no purpose 
and also effectively to sub- 
sidise polluting forms of 
transport such as aircraft, 
cars and ships at the 
expense of non-polluting 
electrically-powered trains. 

Obviously, those with 
vested interests in the pres- 
ent system are going to do 
their utmost to retain it, but 
their protest should not be 


allowed to put off an already 
overdue reform. 

The European Commission 
and all member govern- 
ments should issue a joint 
statement forcibly reiterat- 
ing their intention of abol- 
ishing duty free operations 
within the union in 1899 and 
so remove a significant 
a nomal y in the internal 
transport industry. 


James Henderson, 
2lbis, rue du Prienre, 
78600 Malsons-Lafltte, 
France 
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PERSONAL VIEW RICCARDO BARBIERI 


Emu’s hard edges 


Fears that the euro will lead to a boom-bust cycle in the ‘ peripheral’ countries 
of the European Union, such as Spain and Italy, have been exaggerated 


O ver the past six 
months, the 
debate on the 
implications of 
"peripheral" countries join- 
ing European economic and 
monetary uni o n has changed 
dramatically. 

To begin with, the focus 
was on the risk that early 
membership in the euro-zone 
of Italy, Spain and Portugal 
would force the Bundesbank, 
and later the European Cen- 
tral Bank, to push interest 
rates way above what would 
be appropriate for “core" 
Europe (basically Prance 
and Germany). Tbe upshot 
would be a deflationary bias 
to the whole eurozone. 

More recently, the debate 
has focused on the opposite 
risk: that eurozone interest 
rates will be too low for the 
peripherals. 

According to this line of 
thought, excessively low 
interest rates would con- 
demn Italy and, even more. 
Spain and Portugal, to 
severe overheating and a 
boom-bust economic cycle. 

The overheating argument 
runs as follows: the ECB is 
likely to set monetary policy 
on the basis of the weighted 
average of inflation rates 
across Emu. not of their sim- 
ple average. That is, in set- 
ting European interest rates, 
it will give full weight to the 
big economies, especially 
Germany and France. 

Given that the peripheral 
countries - including Italy 
and Ireland - account for 
just over a third of the euro- 
zone gross domestic product, 
a monetary policy strongly 
influenced by the low- 
inflation big countries would 
i produce interest rate cuts to, 
j perhaps, 4 per cent for the 
peripherals - too low to 
restrain inflation (Italian 
one-month rates are 5B per 
cent, Spain's 4.5 per cent). 

The peripherals would 
experience a strong pick-up 
in growth, and then a surge 
in inflation that would erode 
their competitiveness and 
lead to stagflation and rising 
unemployment. They would 
not be able to devalue within 
Emu, nor would they be able 
to significantly ease fiscal 
policy without incurring the 
sanctions of the Stability 
Pact. Hence they would be 
limited in their ability to do 
anything to stop unemploy- 


ment short of leaving Emu 
altogether. 

There is an element of 
truth in this argument But 
it seems to me that the risk 
of overheating is moderate, 
and would be outweighed by 
the economic benefits of a 
broad Emu. There are four 
reasons for this view. 

• First, while lower inter- 
est rates will undoubtedly 
boost growth, they will do so 
less tb»n js usually thought 
Moreover, the inflation 
fallout is also likely to be 
smaller. 

The reason is that, if 
exchange rates are fixed, low 
interest rates have a more 
modest - and different - 


Furthermore. Italians still 
bold most of their financial 
wealth in the form of 
short-term instruments and 
floating-rate notes. As a 
result, lower rates will cut 
income from such deposits, 
outweighing the positive 
“wealth” effects caused by 
the drop in interest rates. 

This is not unique to Italy. 
Similar considerations apply 
to Spain, the other large 
Mediterranean economy. 
• Second, there are struc- 
tural reasons for thinking 
the inflationary potential 
will be lowered: Emu is 
likely to bring about more 
competition and an increas- 
ing sense of economic inse- 


Industries so far protected from 
international competition (such as 
banking) will undergo massive 
restructuring, which entails 
substantial job losses 


macro-economic Impact than 
they do in small open econo- 
mies with independent mon- 
etary policies. A fell in rates 
tends to stress investment 
growth rather than private 
consumption. 

To see the effects, consider 
Italy. Simulations carried 
out by the Bank of Italy on 
its econometric model sug- 
gest that under Emu for 
each 100 basis-point decline 
in Interest rates (for two 
years), real GDP rises by 0.31 
per cent in tbe second year 
and 0.24 per cent in the 
third. Private consumption 
rises only modestly (0.12 per 
cent by the third year), 
while investment responds 
strongly (IB per cent), infla- 
tion rises by only 0.09 per 
cent If - outside the Emu - 
the exchange rate were 
allowed to respond to the 
change in interest rates, 
inflation would rise by 0.5 
per cent - five times more 
than under a fixed exchange 
rate. 

The small response of pri- 
vate consumption to lower 
interest rates is explained by 
Italian households having 
large holdings of financial 
and real assets, and little 
debt: at the end of 1996. their 
financial assets were equal 
to almost 15 times their lia- 
bilities. 


curity. A single currency 
will make it easier for com- 
panies to move into other 
euro-zone markets. Indus- 
tries so for protected from 
international competition 
(such as banking) will 
undergo massive restructur- 
ing, which entails substan- 
tial job losses. And public 
confidence in public pension 
systems is likely to decline 
further. These factors sug- 
gest not only that a boom In 
private consumption is 
unlikely, but that retail mar- 
gins may remain under pres- 
sure for a while. 

• Third, the overall stance 
of fiscal policy in the periph- 
eral countries is likely to 
remain restrictive, hamper- 
ing the possibility of a boom- 
bust cycle starting. The Emu 
dividend of lower interest 
rates will free up resources 
in government budgets 
(especially in Italy), but they 
will be largely used to 
replace the one-off revenue- 
raising measures imple- 
mented in 1997 and. to a 
lesser extent, 1998. As a 
result, it will probably take 
at least two years before a 
real easing of the fiscal 
stance is observed (as mea- 
sured by cyclically-adj usted 
budget balances excluding 
the one-offs). ^ 


sis is likely to be put on 
keeping wage growth in line 
with low official inflation 
targets via so-called 
"incomes policies". The 
expectation of wage modera- 
tion relies not only on tbe 
achievements of tbe past few 
years, but also on the fact 
that, if Emu goes ahead. Ital- 
ian and Spanish companies 
will have to hold the fine on 
wages much more firmly 
than has been the case in 
the past The trade unions, 
on their part, will have to 
realise that excessive wage 
growth in a single market 
with a single currency would 
price both the country and 
themselves out of jobs. 

Moderation in wages and 
prices does not mean that a 
return to growth after years 
of stagnation will not entail 
some inflation in service anij 
asset prices, notably prop- 
erty. However, the available 
indicators suggest that since 
1992 property prices in Italy 
(and to a lesser extent Spain) 
nave declined sharply in real 
terms, a recovery, to the 
extent that it does not turn 
into a bubble, would not sig- 
nal a serious inflation prob- 
lem. 

Overall, if interest rates 
drop further in the run-up to 
Emu and stay reasonably 
jow afterwards, Spain and 
Portugal should have more 
years of economic expansion 
ahead and Italy will return 
to healthy rates of economic 
growth after a decade of 
stagnation. 

Stronger growth and wage 
moderation should make for 
greater company profitabil- 
ity, especially in the non- 
sector- Core Europe 
should also benefit from the 
fusing in monetary condi- 
tions and the return to 
growtii in the so-called 
Periphery, as the latter is 
its largest export 
“arket. As a result, overall 
euro-zone economic growth 
and stock market perfor- 
mance should improve as a 
result 

A broad Emu may not be 
ttnmune from risks, but it 

looks 1Use 
<*ance to 
h ealthier economic 

growth. 


is a senior econo- 


fourth, increased empha- ***** Stanley Dean 
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Europe’s illogical 
budget 


If the European Union drew up 

its budget from scratch, the out- 
come would be very different 
from the current version. Today’s 
spending is dominated by the 
Common Agricultural Policy 
(CAP) and the regional funds. 
Both are disastrously flawed, as 
has long been recognised. Reform 
has been tortuously difficult 
because of the need to gain una- 
nimity. The European Commis- 
sion's budget proposals, pub- 
lished yesterday, are a move in 
the right direction. But they 
should have gone further. 

Budget reform has been -on the 
agenda for years. But the pros- 
pect Of Enlarging the EU towards 
eastern Europe concentrated 
minds. The new applicants have 
huge agricultural sectors, and for 
lows- per-capita GDP than cur- 
rent member states. It would be 
far too expensive to apply the 
present agricultural and regional 
policies to new members. The 
Agenda 2000 package is intended 
to reform the EU budget to deal 
with the problem. 

The original CAP, which 
worked by supporting the prices 
of agricultural products, was 
widely agreed to be inefficient 
and wasteful. It distorted incen- 
tives for formers, was bad for 
consumers, and was contrary to 
the principles of world trade. It 
was also highly expensive, 
absorbing at times more than 70 
per cent of the EU budget 
The CAP reforms, which began 
in 1992 and are continued in 
Agenda 2000, have progressively 
reduced support prices, with 
direct support to farm incomes as 
compensation. This approach 
eliminates some of the distor- 
tions of the CAP. but does not go 
fast or far enough. 

Slow death 

The CAP is dying a slow and 
painful death. The EU must 
acknowledge that it needs to be 
definitively dispatched, and 
announce a reasonable timetable 
for doing so. In the meantime, it 
should keep down the cost of 
compensation payments, by Iim- . 
iting how long they will be pay- 
able. It should also make com- 
pensation conditional on the 
market price of the commodity, 
to avoid a situation like that in 


1992 - when grain farmers 
received compensation for the 
removal of price supports even 
though the market price had 
risen above the^support level. 

Reform of the other big ele- 
ment of the budget - regional 
funds - is also for too slow. They 
are spread far too indiscrimi- 
nately, affecting just over half 
the population of the EU. Agenda 
2000 suggests that the rules for 
the funds should be tightened up, 
until only 35 to 40 per cent of the 
population is affected. 

Modest reforms 

These reforms are too modest 
The criteria are still very gener- 
ously defined. Regions with 
income per head less than 75 per 
cent of the EU average are eligi- 
ble for aid. no matter bow rich 
the country they belong to. And 
the proposals have a phase-in 
period of several years. 

The failure to make the radical 
reforms which the EU budget 
needs is not just an expensive 
waste. It also matters greatly to 
the success of the grand przgets 
of enlargement and Emu. 

The Agenda 2000 reforms were 
certainly planned with enlarge- 
ment in mind. But the Commis- 
sion has concentrated on keeping 
the current member states satis- 
fied with their level of handouts, 
so that enlargement does not 
become a dirty word. Despite 
their aims, the proposals do very 
little to suggest how enlargement 
can actually work. 

-In their current form, the 
regional funds will be irrelevant 
to the challenge posed by Emu. 
There might be a role for cen- 
trally levied funding to help 
countries cope with temporary 
problems of adjustment to a sin- 
gle monetary policy. But as they 
stand, shared out widely across 
the Union, the funds cannot play 
such a role. 

And, perhaps more damaging 
still, the illogicality of the Budget 
undermines the credibility of the 
institution of the EU as a whole. 

Negotiating the EU budget is a 
diplomatic nightmare. With 15 
member states to keep happy, 
there are limits on._whai.can be 
done. But, even if it takes some 
yeans to achieve, a clear strategy 
for reform is vital. 


Calls that don’t 
cost a packet 


Until recently telephone calls via 
the internet had a hackear-in-the- 
attic image. But the news that 
Deutsche Telekom is planning to 
launch such a service has 
brought it into the living room. 

The technology is still imper- 
fect, and it may take some time 
to rival direct voice connection 
via a high quality line. But 
despite technical limitations, it is 
likely to have a big influence on 
the telecommunications market. 

It will do this in two main 
ways, both benign. First it will 
challenge the entrenched monop- 
olies ' of telephone companies, 
mainly by undermining their 
international price-fixing 
arrangements (accounting rates) 
which keep charges artificially 
high. Second, it will help to accel- 
erate the convergence of tradi- 
tional telephone networks and 
internet connections, to the bene- 
fit of both. 

Deutsche Telekom's announce- 
ment may therefore be only 
partly defensive. True, loss to the 
world’s established telephone 
companies has been estimated at 
S8bn (£4.7bn) in the next four 
years, as voice and fax calls 
migrate to the internet But there 
are opportunities too, for those 
which can take advantage of the . 
new technology, as AT&T is now 
seeking to do in the US. As inno- 
vations drive prices down 
towards costs, demand will be 
s timulated And there is plenty of 
scope. In 1995, the cost of sending 
a 42-page fox from New York to 
Tokyo was 300 times the cost of 
sending the same information via 
the internet The gap is narrow- 
ing, but remains large. Interna- 
tional rails on some routes are 
still 10 times the true cost 

Institutional barriers 

Competition has been driving 
down these prices. It should be 
strengthened as a result of the 
World Trade Organisation agree- 
ment which took effect from Jan- 
uary i. Liberalisation of the 
European market from the same 
date will also help. But there are 
still strong institutional barriers 
to a free market, including rela- 
tively weak regulation in conti- 
nental Europe. 

In these circumstances, inter- 
net telephony may provide a 


powerful lever, even if it cannot 
completely replace traditional 
calls. There are two main limita- 
tions at present First the 80m 
internet users represent only 
about a tenth of the total number 
of telephone subscribers. Since 
internet calls could at first only 
be made to someone who hap- 
pened to be signed on, the choice 
of connections was much 
smaller. Even so, the number of 
internet users Is growing at 
nearly 40 per cent a year, about 
six times foster than the growth 
of telephone subscribers. And 
new technologies, including the 
use of voice mailboxes and 
hybrid telephone 'internet 
systems is starting to mitigate 
the problem of contacting a per- 
son who is off Una 

Digital packets 

Second, internet communica- 
tions use a different principle 
from ordinary telephone calls, 
even if they are carried by same 
wires. Traditionally connections 
were made when two callers were 
pe rmanen tly connected by wires 
and switches. Internet calls, on 
the other hand, are broken down 
into large n umb er of digital pack- 
ets, paeh of which may reach its 
destination by a different route 
over the global networks. 

Voice quality suffers when a 
few packets get lost or arrive in 
the wrong order, a disadvantage 
offset by the feet that marginal 
costs are close to zero and prices 
seldom more than those for a 
local call. New systems can 
improve the quality, but only if 
subscribers are prepared to pay 
the price of the internet’s equiva- 
lent of a direct connection. Such 
developments will eventually 
make the two systems indistin- 
guishable to most users, but will 
give them many more options, 
particularly cheap rate fox or voi- 
cemail or integrated computer 
and telephone systems. 

In such ways the new technol- 
ogy will help innovative compa- 
nies to open up the market- But 
It is not enough. Response to the 
January 1 date for liberalisation 
has been disappointing so far. 
The authorities must therefore be 
vigilant. Whan big monopolies 
embrace a threatening techno]- 
ogy they often want to crush it i 
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Gazelle among the elephants 


Q one bound, f-akshini Mit- 
tal has pushed himself into 
the industry's top rank and 
created the first truly global 
steel company. 

In buying Inland Steel Com- 
pany of the US, the founder, 
chairman and controlling share- 
holder of Ispat International 
acquired a central role in the US 
steel market. He has also made 
the company - which only 
started life in the 1980s - the 
world’s eighth largest producer. 
Moreover, Mr Mittal’s private 
company, LNM Group, which 
controls steel mills in Indonesia 
and Kazakhstan as well as his 84 
per cent stake in Ispat, will this 
year produce I9m tonnes of steel, 
making it equal in size to 
Europe's leading producers, 
including British Steel. Only Nip- 
pon Steel of Japan and Pohang 
Iron and Steel of South Korea 
will be significantly bigger. 

Ispat’s $L43bn acquisition will 
put pressure on other steel com- 
panies to consolidate, particu- 
larly in North America, where 
the biggest companies are notice- 
ably smaller than their east 
Asian and European rivals. Its 
advance also raises fundamental 
questions about the industry's 
structure which has for decades 
been organised on national lines. 

Ispat has an Indian-born 
owner, a head office in London, 
and operations in Mexico, Can- 
ada. Trinidad & Tobago. Ger- 
many and Ireland, as well as the 
planned US acquisition. Mr Mit- 
tal says globalisation is the key 
to the future. 

Inland Steel agrees. Robert 
Darnell, chairman of Inland Steel 
Industries, Inland Steel’s parent 
says he approved the deal 
because “steel companies with an 
international production capabil- 
ity and global market reach will 
have a major edge over other pro- 
ducers”. 

But others say there will be 
limits to global consolidation. 
Ruprecht Vondran, president of 
the German Steel Federation, 
told an industry conference ear- 
lier this month that, although 
there would be greater interna- 
tional division of labour, “no 
major national economy will be 
able to do without a steel indus- 
try of its own, not even in the 
future”. 

In the past, steel has been dom- 
inated by domestic producers. 
Governments often defended 
national champions with trade 
harriers and state aid, notably in 
Europe. Steelmakers had little 
incentive to compete over-aggres- 
srvely on price, prompting com- 
plaints from customers about a 
lack of real competition. 

But in the past 20 years, the 
industry has been transformed 
by the growth of steel production 
in developing countries, particu- 
larly in Asia, and the rapid glo- 
balisation of business for the 
steel industry’s main customers, 
notably car companies. Moreover, 
the development of electric-arc 
minimills (flexible small-scale 
production units; has under- 
mined the dominance of large- 
scale integrated steelworks and 
reduced entry barriers into the 
industry. New producers have 
emerged, putting traditional 
mills under pressure to cut costs 
and adapt 

In the US, the initial result was 
a fragmentation of the market, 
with electric-arc specialists, led 
by Nucor, grabbing an ever- 
increasing share at the expense 
of integrated mills including US 
Steel. Bethlehem Steel and LTV. 
Specialist processing and distri- 
bution companies - such as 
Worthington Industries - also 
grew and took advantage of cus- 
tomers' demands for customised 
deliveries. Japanese companies, 
following Japanese carmakers. 


The world’s first global steel company could point the way to an 
overhaul of the industry, say Stefan Wagstyl and Nikki Tait 


Steeled for change 
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built substantial bridgeheads in 
the US, including NKK’s 50 per 
cent stake In National Steel, and 
Kawasaki Steel's 50 per cent 
stake in AK Steel. 

The integrated companies 
fought back with plant closures 
and lay-offs and with innovative 
investments of their own, such as 
LTVs minimi!! joint venture in 
Alabama with Japan's Sumitomo 
Metal and British SteeL But they 
mostly foiled to shed their big 
company cultures. 

More recently, the picture has 
become more complex stflL Some 
companies have increased their 
spe cialis at i on in particular indus- 
trial or regional markets while 
others have pursued consolida- 
tion. Many deals have been 
small. “If you look at. the indus- 
try overall, there's been a tre- 
mendous amount of consolida- 
tion in the scrap and service 
areas," says Wayne Atwell at 
Morgan Stanley Dean Witter Dis- 
cover, the US stockbroker. 

Even big mills are getting in on 
the act Earlier this year Allegh- 
eny Tele dyne, the industrial 
group, and Bethelehem Steel 
made a $740m joint takeover of 
Lukens, a medium-sized mill. 
However, until Ispat weighed in. 


US mills have not risked a very 
large deal, in spite of pressure 
from shareholders to increase 
returns. In 1996-97, US Steel and 
National Steel spent months in 
unsuccessful merger talks. Bob 
Cardy, chief executive at Carpen- 
ter, a medium-sized steel group 
that bas been seeking acquisi- 
tions, says: “Some of these com- 

‘Some of these 
companies, being 
the size of an 
elephant, find 
it difficult 
to bend 1 

panies. being the size of an ele- 
phant, find it difficult to bend." 

Ispat's bold move may teach 
the elephants to limber up. In the 
short term, its acquisition may 
have little effect; the company 
will keep Inland Steel intact 
since Ispat has no other US 
operations. But over time it will 
build links between Inland Steel 
and its other North American 
and Mexican operations, which 


"Mendifiaane 
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are being brought together under 
one command. This may well 
provoke a reaction from US 
domestic steel producers towards 
much-needed consolidation." says 
John Johnson, steel research 
manager at CRU, the London 
market research company. 

The impact of the deal will also 
reverberate in Europe and east 
Asia. In western Europe, EU- 
supervised state aid for estab- 
lished producers long discour- 
aged the entry of new companies, 
including minimills. So did an 
energy policy that made gas for 
electric-arc furnaces relatively 
expensive. 

This is changing. In the past 
few years, the decline of state 
intervention and growing compe- 
tition has driven producers to 
consolidate, even across national 
boundaries. In the past year, 
Thyssen and Krupp Hoesch have 
merged their steel operations and 
are may merge companies. Arbed 
of Belgium has bought a domi- 
nant 35 per cent stake in Spain’s 
Aceralia in a privatisation. 

Meanwhile, in eastern Europe, 
privatisation is creating opportu- 
nities, notably in Poland, where 
the government is seeking inves- 
tors for its two biggest steel- 


OBSERVER 


Monika 
mixes it 

Monika Wulf-Mathies finally had her 
day in the sun yesterday. After more 
than three years preparation, she 
unveiled the European Commission's 
proposals for reforming EU regional 
aid - and the squeals could be heard 
from Bilbao to Berlin. 

No region wants to have the 
drip-feed of financial aid from 
Brussels cut off. But no region 
should underestimate the tenacious 
Wutf-MalNes. a former German 
public sector trade union leader who 
is dose to Chancellor Helmut Kohl in 
spite of her membership of the 
opposition Social Democrats. 

She has a reputation in Brussels 
as a hard-working Eurocrat who 
mixes cham with obstinacy. Ask 
Franz Fischier. the Austrian fern 
commissioner, whose efforts to 
expand, his empire with a separate 
rum! aid budget hit the formidable 
German roadblock last year. 

So what next for Wulf-Mathies? 
The SPD hierarchy would like to use 
her in the upcoming election 
campaign. Bui she's nervous about 
Brussels rules that Commissioners 
stay above the national political fray. 
And as for speculation that she might 
be employment minister in an 
SPD-ied coalition, insiders say she 
may prefer to aim higher in Brussels. 

Granny knot 

Red faces for the Bear dst own 
Ladies, the dub of elderly women 
investors - average age 70 - whose 


homespun wisdom and apparently 
spectacular returns brought them 
celebrity status. 

An audit by Price Waterhouse has 
discovered that their 10-year average 
annual rale of return is 9.1 pa* cent, 
not the 23.4 per cent touted in their 
best-selling book. Betty Sinnock, 68, 
the Investment dub's long-time 
treasurer down in oral Beardstown, 
minors, has confessed that she must 
have put a few wrong numbers into 
the computer. 

It was only last month - after 
outsiders, including their own 
publisher, threw doubt ext their 
performance - that they 
commission ed the fateful 
independent audit Nice old ladies 


that they are, nobody had ever 

dreamed of checking their figures. 

Expense account 

Fondness for international 
gallivanting has landed one of 
Mexico's newly-minted opposition 
legislators in trouble. 

A congressional commission has 
ordered Porfiria Mufoz Ledo, leader 
of the left-wing Revolutionary 
Democratic Party In the lower house 
of Congress, to repay $4,300 of 
public funds he claimed for an official 
trip to the UK test month. 

The British embassy in Mexico City 
said it had arranged for Muflaz Ledo 
to meet officials and “the Scottish 
parliament*. Reminded that there 
wont be a Scottish parfiament until 
2000, embassy officials sounded 
vague: “Maybe he went to visit the 
buMng where it will be installed,' 
they offered, unhelpfully. 


Less helpfully for Munoz Ledo, 
they insisted that Her Majesty's 
Government had paid his air fare, 
hotel bills and Hvtng expenses. 

Blank Czechs 

Political funding scandals are In 
vogue In the Czech Republic. Last 
year premier Vaclav Klaus was 
brought down by a row over 
financing for hts Civic Democratic 
party, the Civic Democratic Alliance 
has admitted covert contributions by 
three companies, and now the 
opposition Social Democrats are 
being accused of going too far in 
cosyfng up to business. 

Jan Vfcok, a Swiss businessman of 
Czech origin, has alleged on Czech 
television that party leads' Milos 
Zeman signed an agreement with 
foreign-based Czechs in 1995 that 
they would contribute money In 
exchange for a say in economic 
policy If the Social Democrats won 
the 1996 election. 

Zeman admits he met the 
businessmen, but insists that he 
threw them out and that the 
document is a fake. A Social 
Democrat deputy says the party 
signed some sort of an agreement, 
but not the one shown on television, 
ft's maybe just a sign that elections 
are due in June. 

Foreign policy 

Bruno Schricke, ABN Amro’s country 
manager in Thailand, says his bank's 
purchase of Thailand's Bank of Asia 
wEH play “a significant role towards 
restoring ftff investor confidence in 


Thafland”. You wouldn't have thought 
so if you'd dropped in on a biz ar re 
no-confidence debate taking place at 
the same time In parliament. 

The four-month-old government of 
Chuan Leekpai was being taken to 
task for, wefl, restoring confidence. 
Opposition leader and former premier 
Chavalit Yongchatyudh lashed out at 
Chuan for meeting George Soros - 
even though a Soros-led group of 
Investors has Just baited out a big 
Thai steel company. 

Other opposition members fumed 
that the restoration of foreign 
investor confidence in Thailand had 
led to the sale of the Thai banking 
system - as epitomised by the ABN 
AMRO-Bank of Asia deal. 

ABN AMRO was doing its best to 
avoid treading on local sanatMties. 
"Bank of Asia win retain its Thai 
identity, name, culture and 
management,* said Ton de Boer, 
chief executive for Asia, reassuringly. 
“We don't intend to mess with a 
good thing,” Apart from quadrupling 
its capita] base, of course. 


Bin end 


Be careful who you buy your 
Fanfold’s Grange Hermitage from. An 
auctioneer at Melbourne wine deder 
Langton's called in the cops after 
spotting six coirtarfeH baffles of the 
1990 vintage of the top-drawer 
Australian wine. 

The labels on the fake bottles have 
“pour* spdt “poor”. With the 
prestigious plonk going for $500 a 
bottle, the counterfeiters might have 
Invested in a cfictionsy. 


works. As Francis Mer, Usinor 
chairman, says: “The final design 
of the steel Industry is not yet 
reached." 

In east Asia, the recent eco- 
nomic upheaval has hastened a 
need for consolidation. In Japan, 
the big five companies have 
maintained their independence 
through ferocious cost-cutting 
and increasing specialisation in 
hi gh value-added products. But 
they are being encouraged by the 

government to over weaker 
companies such as debt-laden 
Hokkal Kogyo, an electric-arc 
fnmpny in which Nippon Steel 
has a 25 per cent stake. 

In Korea, the steelmakers’ posi- 
tion is worse, with one l eadin g 
company - Hanbo Steel — already 
bankrupt other produc- 
ers under pressure from the eco- 
nomic crisis and from the relent- 
less expansion of Pohang Iron 
and SteeL Even in China, where 
demand remains strong, the gov- 
ernment is murin g consolidation. 
Baoshan Steel, China’s biggest 
steelmaker, recently merged with 
Shanghai Metallurgical Holdings 
as did three companies in Hubei 
province led by Wuhan Iron and 
SteeL 

Ispat's direct influence on 
regions far from the US will be 
limited. Bnt it is pointing the 
way to a possible new shape for 
the steel industry. Globalisation 
is not only, or even mainly, a 
matter of economies of scale. 
Steel is primarily traded region- 
ally since transport costs make 
Intercontinental shipments pro- 
hibitive. Mr kfittal’s strategy will 
not change this. However, the 
extra market reach he acquires 
could matter. Globalised custom- 
ers - such as motor companies - 
are more and more keen for their 
principal suppliers to follow them 
around the world. Ispat could be 
better placed than most to take 
advantage. 

Not that Mr Mittal’s grand plan 
is guaranteed success. His main 
skill so for has been in buying up 
cheap assets through developing 
country privatisations, ratcheting 
up productivity and turning the 
assortment of bargain buys into a 
global company worth $3bn. He 
bas also hired some top steel 
executives to run operations - 
and is taking on more with 
Inland SteeL including Mr Dar- 
nal! who will run Ispat’s North 
American business. But Ispat is 
not yet an integrated group. Nor 
does it have the long-established 
ties with customers that some of 
its more traditional rivals have 
developed. Motor companies in 
particular value close ties with 
their suppliers. 

Nevertheless, Ispat will force 
others to reassess their strategies 
and perhaps pursue globalisation 
with more energy than before. 
Japanese companies have an 
extensive, if low-profile position 
in North America. LTV has 
invested in Mexico and Trinidad 
& Tobago. Arbed has investments 
in North America. Steel Dynam- 
ics. a US minimi'll, recently led a 
consortium that bought control 
of Nakomthai Steel Mills in Thai- 
land. But these are modest 
moves. They have to be mea- 
sured against investments that 
have not happened - such as an 
oft-discussed push into east Asia ' 
by British SteeL 

Not every company will follow 
Ispat But as Mr Cardy of Carpen- 
ter says, all will have to find 
ways of becoming more flexible 
in serving customers with more 
sophisticated products, in more 
locations, more speedily: “Com- 
panies are trying to figure out 
how to get configured so that 
they can respond to this ever- 
changing business environ- 
ment — This change isn’t over. 
Businesses must learn to adapt 
anri flex.” 


100 years ago 

The Spanish/American Imbroglio 
Madid. 18th March. In official 
circles it is denied that the 
government has instructed the 
Spanish minister in Washington to 
take exception, at any rale for the 
present, to the presence of 
American warships in Cuban 
waters. The Spanish Government 
has received no assurance of 
support from other Europeen 
Powens and is quite aware that 
the only support, tf asked for, 

would be moral and not material. 
Private advices from Cuba report 
that the establishment of 

autonomy in the island has led to 

a great revival of trade and 
industry. 

50 years ago 

BrazM Talks In Difficulty 
The Financial Times teams from 
Wo de Janiero thaL after a 
Pinking start, the negotiations in 
toe BmzWan capital for the 
Purchase by Brazil of the 

Bri&ti-ownad utilities, including 

toe Leopofcfna Railway, are at a 
more difficult stage. The talks, 
however, are continuing, and 

although Bttle progress has been 

mate in tire past few days, 
•rnntual agreement on Brazil’s 
staffing balances is sw hoped far. 


4 


> ■ - •- 


16 


-.'i-.Vlf • • 
- ; tv : 


IRQ 


I 


By y 
Mob 


A 

ven 

beti 

Kor 

last 

pan 

chi? 

tod; 

•min 

in 1 
whi 
yea; 
nex 
. D 
invi 

and 


pm 

of r 


One 


P 


Bjri 

and 

Lon 


Ma 

nor 

for 

yes 

wh 

Bri 

ain 

bio 

che 

poz 

are 

C 

slig 

en> 

foil 

otb 



THE UTCHHELD 
GROUP 

OF COMPANIES 


manufacturing 

WORLDWIDE 


NETHER HEAGE. DERBY. 
DES6 ?fl. TBU 01773 852311 


FINANCIAL TIMES 



Homes * Construction 
irt: 0121 -711 1212 


THURSDAY MARCH 19 1998 



^ . at* 

'* fS ‘ ; 
ra ^ " 




ml** 


THE LEX COLUMN 


Redoubtable renminbi 


The Chinese renminbi has been the dog 
that did not bark. While Asian currencies 
all around it tumbled, the renminbi held 
firm. Given that China has a closed capi- 
tal account, this is an act of political will 
rather than market economics. But how 
long will Zhu Rongji, newly elevated to 
premia', hold the line? Two pillars of Chi- 
na's recent growth surge - exports and 
foreign direct investment - will be under 
pressure; the $4Qbn 199? surplus will all 
but disappear while foreign direct invest- 
ment is expected to shrink by around 35 
per cent 

Difficult though this backdrop is, Mr 
Zhu has powerful incentives to hold the 
line. Politically, Ghina has garnered much 
political capital from its restrained 
response to the region’s problems. This 
will stand it in good stead in its efforts to 
join the World Trade Organisation. A 
volte-face would erase these gains while 
adding annthar disastrous twist to the 
devaluation spiral in the region. 

These risks are not worth taking, espe- 
cially when China’s competitive position 
stffl looks healthy, with a further boost in 
store from reforms to the financial sector 
and state-owned enterprises. Given that 
fundamentals like reserves, trade and cap- 
ital flows also remain supportive, only a 
dramatic decline in exports is likely to 
cause Mr 21m to revisit the issue anytime 
soon. Even then, a devaluation would be 
modest and controlled. China's capital 
markets are still too unsophisticated to 
contemplate freeing the exchange rate. 


Renminbi 

Red effective ortange rate P982 = 10® 


350 



cent In both cases, this is mom than 
double the rise in the stock market over 
the same period. 

Those gains come from two sources. 
First, the stellar performance of Lucent, 
whose shares have risen four-fold since it 
went public - a fine example of a demer- 
ger unlocking a hidden jewel. Second, the 
recent revival in AT&T’s own price under 
Michael Armstrong, its new chairman. 
Meanwhile NCR. AT&T's disastrous foray 
into computing, has continued to lag 
behind. As a whole, however, the demer- 
ger throws a new light on AT&T’s image 
as an inveterate destroyer of value. 
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Dow Jones 


tive businesses: the Wall Street Journal 
and Dow Jones news wires. Both are 
well-known brands, with a strong domes- 
tic franchise and scope for international 
expansion. And both are performing well, 
which Should allow Dow Jones to increase 
underlying earnings by l5 per cent annu- 
ally for the next few years. 

The question is whether Dow Jones’ 
family-controlled structure will prevent it 
from exploiting the full potential of these 
two brands. After all. it took a public row 
between members of the Bancroft family 
- which together hold €8 per cent of the 
votes - for management to take action 
over DJM. Meanwhile, Dow Jones shares 
have underperformed the market by 
nearly 50 per cent this decade. If there is 
another mistake, even family control 
should not save the group from a bid. 


“Better late than never” is probably the 
kindest thing that can be said about Dow 
Jones’ disposal of its ailing Dow Jones 
Markets division. Having overpaid for the 
business, then called Telerate, Dow Jones 
failed to keep up with technological 
change and more agile rivals such as Reu- 
ters and Bloomberg. As a result, the 
$550m proceeds of this sale are less than a 
third of the original acquisition price, and 
will trigger another significant write- 
down, even after last month’s $922m 
reduction in DJM*s book value. 

The group should think about other 
divestments. Its local Ottoway newspaper 
group, for instance, has below-average 
margins and can hardly be described as a 
core operation. But at the heart of the 
new, g limm er Dow Jones sit two attrac- 


AT&T 

The old AT&T could get nothing right. 
Right? Well, not quite. While the telecom- 
munications group can be faulted for 
weak management and poor strategic 
vision for much of this decade, one deci- 
sion has done its shareholders a power of 
good: the 1996 three-way demerger into 
AT&T’s telecommunications services, 
Lucent's telecoms equipment and NCR 
computers. Measured from late September 
1995, when the were announced, an 
AT&T Investor has seen the value of his 
or her holding - now encompassing stock 
in all three companies - jump by over 170 
per cent Taken from the following April, 
when the first tranche of Lucent was 
floated, the increase is almost 150 per 


Wassail 

While other UK conglomerates have 
opted for dismemberment or focus, Was- 
sail has plumped for reinvention. Fed-up 
with being outbid by private equity funds 
Qush with cash. Wassail is transforming 
itself into a venture capital group - with 
a difference. Unlike most private equity 
funds. Wassail will keep its quote, giving 
the ultimate investors liquidity in what is 
normally an illiquid business. 

Venture capital groups can afford to 
pay mare for deals because their cost of 
capital is lower, say 8 per cent versus 
Wassail's 10 per cent This is because they 
are far more highly geared. Typically two- 
thirds of a deal may be debt financed, and 
debt is cheaper than equity and more tax 
efficient- Gearing up like this also pro- 
duces far j aider returns, as long as the 
bull market continues to rage. Moreover, 
the rewards to Wassail management could 
also be much richer. 

But why should Wassail’s returns be 
any better than those of venture capital 
groups such as Candover and CVC? The 
argument rests an the record of its man- 
agers in spotting businesses, cleaning 
them up and selling them on. Of Wassail's 
five big deals. General Cable has been an 
undoubted star: a return on equity of 
some 50 per cent a year. But this is the 
only deal from which Wassail has exited. 
Other equity returns are estimated at 
around 20 per cent, but the final tally will 
become apparent only when they are sold. 
And there has been one laggard, whose 
return on equity is hovering around 10 
per cent Wassail’s idea is ingenious. But 
yesterday's plunge in the shares shows it 
will need to work hard to persuade inves- 
tors to back its plan. 


CONTENTS 


News 

Features 


lottan .... 14 



fefcAeMe . . . ft 


Wnriri Train ....... ft 

Arts IS 

iknmh . in.ii 

4rfc CnfalA 13 

Weather _. 18 

Analysis 14,15 



The west has given Yugoslavia until today to end the offensive against 
ethnic Albanians h Kosovo, seen damonstrathg In the capital. Page 3 


1 rrmKWmri PuzAt 

96 

Companies & Finance 

Etnpean Compaq News 

-. 19.21 

Asia-Paci8c Company News 

2D 

Amolcar Compsiy New — 

18,19 

ktemefonBl Capital Mariete 

24 

Markets 


Rnnrin 

24 

Bond Mures and opttaRi 

24 

Short brm Merest rates _____ 

25 

US Marat rates 

24 

fiBimrtaa 

25 

Moray mariods 

25 

FDS4P-A Wortd Indtees 

33 

Worid stock imitate reports — 

38 

World stock martat Usings 

33 


-.31131 

FTSE Actuaries UK share Mas 

32 

Rnmnt Hatfim, IK 

32 

DMdends annowced, UK 

22 

Msraestf finds sendee 

27-29 

QnHimnriHiM r . . 

28 


32 

Survey 


Reporfog Britain Separate section 


■**MaM*. 


Directory of onfine services 
via FT Electronic Publishing 


FTxooe the financial Tim mb ate: 
onfcw news, comment and anslyds. 

WpTfrnmFTxm 
tin IrUik onBne areMve of beck Issues 
of the newspaper tinea Jify 1996. 

tt&toww&tiinfT.aMn 
Nmspap* aabacrtyBons: hfomofion, 
Men and mine ordering. • 
h^A¥wAccmfaBwsp8p&/subsa1beAt!n 
FT Annual Reports Servfca: enlne arier- 
tng of annual or interim reports and 
accounts of 1200 lKpta 

t^/mrwJLam/newspeperf222a^ 
CSyfca: how S3 get share pricss and mar- 
ket npcm by telephone and faxback. 

Mpaftwm.lUonifre^ 

8ont)K details of forthcoming edtefol 
surreys. 

h^)‘wwlLcam/rwt%>%)0rf238G.bbn 


FT WEATHER GUIDE 


Europe today 

Eastern Europe wifl be coW wfth 
sleet and snow. Scandinavia wM 
ba cold wfth snow showers on 
coasts and Mis. South-east 
Norway, southern Sweden and 
eastern Denmark wiB have sunny 
spefis. Central Europe will be 
bright but there will be a cold wind 
and scattered showers. North-west 
Europe wffl remain dry and mW 
wfth sunshine. Central and 
northern Italy wiH turn showery, but 
southern Italy and the Iberian 
peninsula wffl be dry wfth sunshine. 
Greece wW be drier than recently 
but stffi chilly. 

five-day forecast 

Eastern Europe and the eastern 
Mediterranean win be cold with 
heavy showers. Marry of foe 
showers will fall as sleet and snow, 
occasionally even as far south as 
the Greek hills. Central Europe wffl 
be changeable, but western 

Europe wffl stay fine wfth 

temperatures above average. 
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Clinton presses N Ireland 



nationalists on peace deal 


By Brace dark to Washington Labour government, would ■ 

good starting point But she saia, « 


An Informal division of labour Is 
developing in efforts to push the 
Northern Ireland peace process 
through its final phase, with Wash- 
ington putting pressure on the 
nationalist side and London on the 
unionists. 

That was one of the conclusions to 
emerge from Saint Patrick’s Day cel- 
ebrations in Washington, which 
brought together Bertie Ahern, the 
Irish prime minis ter, and all the 
leading participants in Northern 
Ireland. 

Meanwhile in New York yester- 
day, Mo Mowlam, the UK’s Northern 
Ireland secretary, said a guaranteed 
basic framework of rights would be 
an essential part of any settlement 
In the province. 

“We are exploring these Issues 
now in the talks - including the 
possibility of a specific Bill of Rights 
for Northern Ireland," she said. 

Politicians on both sides of the 
divide said their rights needed better 
protection. The European Conven- 
tion on Human Rights, to be 
enshrined in UK legislation by the 


bodies envisaged in a settlement. 

White House ***** 
merit may be the crucial fiwtar in 
^SsinnFamtoacu^em ; 
a peace formula - even It » most 

reach’de^Tdown" into Society aud 

require btrth .social as waU m ££ ScTthe deal ... ■ ■ 
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might be necessary to go further 


than that. . . . 

"The problems of Northern Ireland 
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tad remedies.” As an example, unem 
ployment rates among Catholic men 
was about twice as high as among 
protestants. 

Addressing issues like this liras a 
crucial part of making the transition 
to a stable and peaceful society, she 
cafri 

In Washington. President Bill Clin- 
ton devoted an unprecedented 
amount of time to seeing the Irish 
visitors one by one. Gerry Adams, 
leader of Sinn Ffiin. the IRA’s politi- 
cal wing, said his White House meet- 
ing was much longer than planned 
and showed that Mr Clinton had an 
“impressive grasp of what is 
required” to clinch a deal next 
month. 

The president is understood to be 
conscious that he may have rela- 
tively little leverage wfth the union- 
ist side, which is struggling to cir- 
cumscribe the role of the all-Ireland 


wttht i» US 
president's thinking said; “He real- 
isesthat, in some orcumsten^ 
tacit acquiescence m a deal can be 
Sore welcome than «nih«*Wrtfc 
support, which simply alienates the 

other side." _ „„ 

Any deal supported by Am F&n 
would raise unionist hackles, ana a 
triumphant- unionist endorsement 
could forfeit nationalist support 
Mr Clinton said he shared .the 


said his wmte nouse ^'alS^ona 

m^ longer ffianptoned 


constitutional formula 
ingly dose" and the parties should 
be prepared, to go the extra mile. _ . 

In the short term, officials in 
Washington, London and Dublin are 
bracing themselves for the storm, 
that will be created by Sinn Feins 
return on Monday to the negotia- 
tions. after a period of suspension. 


s B JP alliance outlines 
economic nationalist agenda 


By Marie Mchobon In New MM 


The alliance led by India's Bharatiya 
Janata party, which is sworn in 
today, outlined a joint programme 
for government yesterday that prom- 
ised to continue economic reforms 
but with a strong nationalist thrust 

The agenda also said India would 
introduce - or “induct" - nuclear 
weapons, although Atal Beharl 
Vajpayee, prime minister elect said 
the move had “no time frame”. 

The broadly warded agenda agreed 
by the Hindu nationalists with 12 
coalition allies did not mention the 
BJP's more controversial religion- 
based policies. It promised economic 
nationalism but remained ambigu- 
ous on specific policies. 

Under the slogan “ India shall be 
built by Indians”, the multi-party 
coalition said the government would 
encourage foreign direct investment 
into such “core” areas as Infrastruc- 
ture, but discourage it In “non-prior- 
ity areas”. Mr Vajpayee said it would 
decide “case by case" which invest- 
ment proposals were “non-priority". 

The only sector identified for 


restrictions was television broadcast- 
ing, where foreign stakes would be 
Kmib»ri to 20 per cent - which would 
curb the ambitions of media groups 
including Rupert Murdoch's Star TV. 

According to the national agenda, 
the multi-party coalition will be 
“truly and genuinely" secular. The 
eight-page document promised a 
“stable, honest, transparent and effi- 
cient” government of “broad 
national consensus” to push eco- 
nomic growth to 7 or 8 per cent 

It indicated several areas of higher 
government spending, notably Infra- 
structure and agriculture, while 
promising to control deficits. It out- 
lined few areas of cuts and said the 
government would speed “compre- 
hensive reforms” of public enter- 
prises, including div estments. 

The BJP-led government would 
“reappraise and revitalise” India's 
seven-year-old economic reforms, 
giving them a “strong swodeshi 
(self-reliance) thrust", it said. 

The new government would also 
assert India’s Interests “more 
robustly" with the World Trade 
Organisation. India is currently in 


dispute with the WTO over treaty 
obligations governing liberalisation 
of consumer imports and intellectual 
property rights. 

“There is no proposal to pull out of 
the WTO," said Mr Vajpayee. “But 
there is, under the . present frame- 
work, enough room for hard bargain- 
ing." . .. 

After releasing the document, 
senior BJP leaders sought to reas- 
sure foreign investors. 

“Do not go by the connotations of 
words like swodeshi said Lai 
Krishna Advani, BJP president. 
“Such words are very often projected 
in a mannpr that indicates a xeno- 
phobic attitude.” 

Mr Vajpayee also hedged the BJP’s 
policy for the introduction of nuclear 
weapons, saying: “We are keeping 
the option open and, if need be, that 
option wiB be exercised." 

Clearer indications of the alli- 
ance's economic policies should 
emerge later today when Mr. 
Vajpayee names his cabinet and 
flnanffp minister. 
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Moody's euro decision ‘no surprise’ 

Moody's decision to upgrade the country ceilings of 
six European countries to Abb in advance of eco- 
nomfc aid monetary union will not surprise the man- 
Jkats. The move, which would technically allow com- 
pantos and banks In the affected countries to achieve 
Aaa ratings, covers Belgium, Ireland, Finland, Portu- 
gal, Italy and Spam. Moody's says the move reflects 
the fa ct that “e uroland" wfll boast a currency with the 
same strength and (eventually) prestige as the US 
dollar. Page 24; Ratings upgraded, Page 2 

Belgium sells more gold reserves 

Belgium’s central bank has sold 299 tonnes of gold, 
worth about $2.Bbn at the present market price, over 
the past few months. This was enough to satisfy 
about 8 per cent of global annual demand and almost 
equivalent to the output of Australia, the world's third 
biggest producer. Belgium has now reposed of 
about 1,000 tonnes since 1989. The capital gain from 
the safe will be used to repay public debt Page 26 

Bridge emerges into the spotlight 

Bridge Information Systems has existed for a quarter 
of a century, but has kept a far lower profile than 
competitors such as Reuters and Bloomberg. This 
week's purchase of Dow Jones Markets for $51 Dm 
pushes it Into the spotlight at a challenging moment 
The risk is that Bridge wiH be unable to gain the cost 
and technology synergies of former purchases such 
as its 1996 deal to buy Knight Rtdder Financial, the 
foreign exchange and news Information unit How- 
ever, Bridge has judged the risks to be worthwhile for 
the sake of potential gains. Page 18; Lax, Page 16 

India waits for new minister 

India's investors are anxiously awaiting the appoint- 
ment today of the new BJP-ted government's finance 
minister Bombay’s brokers - mostly BJP supporters 
- argue that the government wiH help domestic busi- 
ness by cutting red tape and stepping up infrastruc- 
ture spending, white speeding up disinvestment. But 
others fear that a minority government with fractious 
coafitton partners will lack the strength to tackle pub- 
He spending and cflainvestmenL Page 36 

Trouble brewing in Darjeeling 

Tea producers in Darjeeling have attacked the mar- : 
kating of tea grown elsewhere in (nefia, after some i 
described as "Darjeeling-type' was sold at the Cal- 
cutta auction. Darjeeling tee is grown at between 
2,000ft and 7,000ft, and accortflng to the Darjeeling 
Planters’ Association, it "has a unique brand value". 
Page 26 . 

Fears of tax freeze hit Tokyo 

A newspaper interview with a leading Liberal Demo- 
cratic party poNtidan who said there would be no 
income tax cuts In Japan's coming economic pack- 
age sent the market In Tokyo sharply lower. Jakarta 
lost 1 j 6 per cant as investors awaited the results of 
negotiations with the IMF, aid moves by the new 
cabinet to solve Indonesia's economic crisis. Page 36 

Dollar breaks through Y130 barrier 

The dollar broke stiff re s i st anc e at Y130 against the 
yen, after traders decided that Japan’s latest eco- 
nomic stimulus package might oRsappoint just as its 
predecessors have done. Page 25 


COMPANIES IN THIS ISSUE 


ABI attempts to block GUS merger 

Lawsuit accuses Metromail management of failing to hold a fair auction 


AAmug reports servkx 
Benchmark Govt txnb 
Bond futures and options 
Bond prices md yutb 


IP 


DMdenb announced, UK 
BUB currency rate 
Eurobond prices 

Hxsd interest bkBcK 
FT/ttP-A WOrid betas . 
FTSEGoUMte&MR 
Emerging tote bonds 


30^1 FTSE Actuaries share indices 32 

21 Foreign exchange ® 

24 Sfits prices 24 

24 London share senrfCB aW* 

26 UBtaged funds service Z7-29 

22 Money mates 25 

25 New tetxnd issues 24 

24 Recent issues, IK 33 

24 Short-term W rates 25 

33 Stock nokets at a gbffix 3S 

32 US interest rates 24 

24 World stack markets 33 


By WB&am Loafs in Hew York 
awf Peggy HoHnger m London 

American Business 
Information, the Omaha-based 
business information group, 
yesterday launched a $850m 
competing bid for Metromail, 
the US database marketing 
group, tapping an agreed offer 
by Great Universal Stores, the 
UK mail order house. 

ABI also filed a legal action 
in the Delaware Chancery 
Court seeking to halt the 
$83 lm GUS -Metromail agree- 
ment, announced last Friday. 
The lawsuit accuses Metromail 
management of faffing to hnin 
a fair auction process thereby 


breaching their fiduciary duty 
to Metromail shareholders. 

it also accuses GUS of know- 
ingly aiding and abetting the 
alleged breaches of duty by 
Metromall’s management. It 
states: "GUS effectively *paJd 
off the Metromail defendants 
to get their agreement to sell 
Metromail at a substantial dis- 
count and in a m ann er 
designed to freeze out compet- 
ing bidders.” 

GUS said yesterday it would 
not comment on the law suit, 
hut it is understood to be con- 
fident of its legal position as it 


took advice before agreeing 
the deal It said the deal would 
"add to shareholder value”. 
However, it is understood to be 
seeking meetings with Metro- 
mall's 38 per cent shareholder, 
SR Donnelley, the Chicago- 
based printing company. Don- 
nelley and certain Metromail 
executives had agreed to sen 
their shares to GUS nnrtw the 
merger agreement, guarantee- 
ing about 40 per cent accep- 
tance 

Although the nnriprtaking yi 

were understood to have been 
legally binding, it was undear 


last night whether ABTs legal 
action would Invalidate the 
agreements. 

The lawsuit also states that 
the GUS-Metro ma Q a grwmi^t 
contains a number of provi- 
sions “i mpr oper in the a action 
process", including a $15m 
break-up fee payahle to GUS if 
the deal fans through. ABI also 
alleges that under the terms of 
the agreement GUS will be 
able to take majority control of 
itfi»tmnu>i7 by March 30 with- 
out launching a tender offer, 
which is described as a 
“sham”. 


The lawsuit also details a 
complaint about share option 
grants to some of Metromail's 
gpni<>r managemen t during the 
course of the auction process. 

Three directors and 11 senior 
managers received 562,000 
share options at the market 
price of $16.69 a share as part 
of the company's normal 
annual options package. Under 
this arrangement they stand to 
gain $9.4m as a result of the 
GUS bid of S3L50 per share. 
ABI is bidding $33 a share. 

However, the grants were 
made just five days before 


Metromail disclosed that it bad 
received “written unsolicited 
indications of interest to 
acquire the company at a sub- 
stantial premium". 

Vfnod Gupta, chairman of 
A PT , said the GUS-Metromall 
merger agreement "ends an 
auction for Metromail before it 
could even begin". 

Analysts said they regarded 
it as highly improbable that 
GUS could lose a legal suit of 
t hi« gi gnjf i ra nrA But the com- 
pany was facing a difficult 
choice in fending off the 
counter-bid. At $31.50 a share, 
many investors felt that GUS 
was already paying too much, 
one analyst said. 


Thomson plans 
$2.5bn listing 
for travel arm 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

Thomson Corporation, the 
Canadian -based publishing 
group, yesterday confirmed it 
would make an initial public 
offering of Thomson Travel, its 
holiday business, on the Lon- 
don Stock Exchange in May. 

The Thomson family, which 
owns 72 per cent of the parent 
company, intends to acquire 
up to 20 per cent of the travel 
company, which industry ana- 
lysts value at between £L5bn 
($SL5bn) and £l.8bn. 

Thomson Travel is the UK’s 
largest package holiday com- 
pany and owns the Lunn Poly 
chain of 800 travel shops and 
Bri tannia, the charter airline. 

The global offer to instit- 
utions will be through a book- 
building exercise in which the 
selling price is arrived at by 
assessing investors' bids. 

There will be an offer to UK 
private investors of about 
10 per cent 

Lord Thomson, chairman of 
Thomson Corporation, said 
there was insufficient overlap 
between travel and the group's 
professional information and 
publishing b usiness . 

"There is no longer suffi- 
cient benefit to be derived 
from joint ownership," he said. 
“Two separate businesses, 
each highly focused, have a 
greater potential and will 
therefore be more attractive 
investments than the present 
combined grouping.” 

Paul Brett, chief executive of 
the travel arm, said Thomson's 
£260m acquisition in December 


of Stockholm-based Fritids- 
resor, a tour operator, had 
"concentrated our minds on 
the potential conflict within 
the Thomson Corporation for 
funds", but he said the busi- 
ness had not been denied 
investment 

Mr Brett said the company 
would have a debt-free balance 
sheet and £120m cash, and 
would expand mainly through 
acquisition or start-ups In Ger- 
many. Austria and the Bene- 
lux countries. 

Michael Brown, deputy 
chairman and former chief 
executive of Thomson Corpora- 
tion, will be non-executive 

chair man. 

Thomson Travel announced 
a rise in pre-tax profits from 
£8L9m to £U2.4m in the year 
to December 31 on turnover up 
12 per cent at £1.78bn. 

Sir Brett said the outlook 
con tinned to look encouraging. 
“Profitability will, as ever, 
depend on the important UK 
late sale market, and on oper- 
ators maintaining sensible 
capacity levels.” 

Analysts’ valuation of the 
company was based on a rat- 
ing between that of the market 
and that of Airtours, the seen 
ond largest tour operator. 

"The fact that the Thomson 
family wants a stake should 
offset fears that they are sell- 
ing out at the top of the cycle." 
said one analyst 

The price range prospectus 
will be published in late April 
The retail offer wiH close in 
early May and dealings are 
expected to begin in mid-May. 

Sales aid advance. Page IB 
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Percy Barnevik (left), c hai rm a n of Peter Walenbergfa Investor group, embracing En^Esh as the mother tongue for his managnmenL Picture: FLT-Pica 

Swedish goes by the board 


By Tim Bart (a Stocfcbafia 

Some of Sweden’s largest 
companies are to conduct 
board meetings and senior 
management discussions in 
Engffgh rather than Swedish, 
following a shake-up led by 
Percy Barnevik, chairman of 
Investor, the investment 
vehicle of the Wallenberg busi- 
ness empire. 

Mr Barnevik, who is also 
nhairman of ABB, the SwiSS- 
Swedish engineering group, 
has called for the language 
change following the appoint- 
ment last week of interna- 
tional directors at companies 
controlled by Investor. 

Electrolux, the household 
appliances group, SKF. the 
bearings manufacturer, and 
.Scania, the heavy truck pro- 


ducer, will be among those to 
abandon Swedish in favour of 
Rn gMfih. 

Mr Bamevik, who Intro- 
duced English as the senior 
management language at ABB 
some time ago, said the change 
had to filter down from the 
boardroom to other layers of 
management. 

“English is the international 
business language. It must be 
the mother tongue far a man- 
agement which is serious 
about becoming interna- 
tional," he said. 

reforms have taken 
place elsewhere in Europe, 
particularly in Germany, 
where Siemens, the electronics 

group, Hoecbst, the chemicals 
group, and Commerzbank have 
introduced English far execu- 
tive meetings and minutes. 


At Investor, where Mr Bar- 
nevik became chairman . last 
year, even meetings between 
Swedish executives are now 
recorded and documented in 
Bn gMiflv 

Ericsson, the telecommuni- 
cations group, and Astra, the 
pharmaceuticals manufac- 
turer. have also recently 
switched to English. 

Ericsson is considering 
transferring its headquarters 
and corporate functions to 
London, partly in frustration 
at Sweden’s high personal tax 
rates, which it says discourage 
overseas executives from join- 
ing the company. 

Skandinaviska Enskilda 

the financial flagship 

of the Wallenberg empire, yes- 
terday said Swedish had been 
abandoned for almost all meet- 


ings in its merchant banking 
division. 

Union representatives on the 
Swedish boards involved have 
been offered English tuition. 

SKF is due to hold its first 
English language board meet- 
ing Dext month. It will con- 
tinue to provide documenta- 
tion in Swedish for board 
members who fail to grasp the 
change. 

Mr Barnevik said the lan- 
guage change reflected the 
need to communicate mofe 
effectively overseas. 

“We want to have a multina- 
tional aspect to our boards'; 
with directors bringing net- 
works and contacts with them 
from other countries - you 
cannot expect to hold sucB 
meetings in anything other 
than English," he said. 


ABN Amro agrees formula 
for 75% stake in Thai bank 


By Ted Bardacke in Bangkok 

| ABN Amro of the Netherlands 
yesterday agreed to take a 
75 per cent stake in Bank of 
Asia, a mid-sized Thai com- 
| merdal bank, using an innova- 
tive pricing formula that is 
expected to be a model for 
financial institution takeovers 
throughout cash-strapped east 
Asia. 

The deal gives Bank of Asia 
Bt7.5bn (Si 87m) of new capital, 
allowing it to ride out the trou- 
bles plaguing the Thai banking 
system, as well as a promise of 
up to five times more capital 
should the Thai economy and 
hanking shares rebound. 

ABN Amro called the pricing 
structure “a creative solution 
to the problem of valuing 
shares in a time of economic 
turbulence". 


Foreign investors, mainly 
from Asia, have taken control 
of a number erf Thai fi n anc i al 
institutions since the country’s 
economic crisis erupted in 
July. 

But a substantial number of 
deals involving Western com- 
panies have stalled due to con- 
flicts over asset valuation. 
Market volatility has made it 
nearly impossible to determine 
the value erf loans, collateral 
and property in Thailand. 

The amount of extra capital 
will depend on the net asset 
value of Bank of Asia at the 
end of next year plus or minus 
a premium reflecting the rela- 
tion between the share prices 
and net asset values of three 
Thai hanks of a similar size. 

Jean-Marc Poullet, a consul- 
tant with McKinsey & Co, who 
acted as adviser to ABN Amro, 


said the formula could be used 
with other companies. 
McKinsey and Clifford Chance, 
the UK law firm, were working 
on deals in the region "to be 
structured In the same manner 
and for the same reasons", 
said Mr Poullet 

The formula helps inject cap- 
ital before a final and &ir price 
can be determined, bridges the 
expectations of the two parties 
on what the final price should 
be and helps meet some legal 
and regulatory requirements, 
he added. 

Agreements combining an 
initial payment with a future 
performance premium rarely 
form part of acquisitions of 
companies listed on stock 
exchanges. 

Observer, Page 15 
Pmh Into Asia, Page 20 


Proton gets ready for big 
drop in Malaysian car sales 


By Sheila McNulty 
in Kuala Lumpur 

Proton, Malaysia's national 
carmaker, yesterday said it 
expected domestic car sales to 
fall by 60 per cent for the 
financial year beginning on 
April 1. leading to a cut in 
production- 

Sales have been dropping 
since the regional financial cri- 
sis began, as financial institu- 
! tions. burdened by domestic 
loans totalling 170 per cent of 
gross domestic product, have 
curbed lending. 

Mohd Saleh SuJocg. Proton 
chairman, had hoped the diffi- 
culties Malaysians have had 
obtaining financing would 


ease, but be indicated financial 
institutions have not resumed 
the freewheeling lending that 
set the stage for the current 
crisis. 

Tighter lending policy has 
already limited the purchasing 
power of Malaysians to the 
extent that the waiting time 
for a Proton has narrowed 
from six months to a few 
hours. Mr Saleh had said that 
Proton was being forced to 
help local vendors to avoid los- 
ing them. 

Proton has also been hurt by 
the severe depreciation of the 
Malaysian currency against 
the US dollar, as the carmaker 
imports key parts. 

It has already delayed build- 


ing a M$5.75bn <$1.5bn) plant 
and town - dubbed Proton 
City - halted recruitment, 
ended overtime, reduced 
annual bonuses and frozen 
pay. 

Analysts have predicted that 
Proton would be hard hit by 
the crisis because of its over- 
reliance on domestic sales - it 
has had an advantage over 
competition as duties on 
imparted cars are as high as 
350 per cent and its status as 
Malaysia's national car has 
been a key sailing point within 
the country. 

Proton hopes to increase 
exports to 52,000 units in the 
coming financial year, from 
30,000 this year. 
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COMPANIES & FINANCE: THE AMERICAS 


COMPETITION SEC CHIEF SAYS JUSTICE DEPART MENT REVIEW OF PROPOSED AMGC^jASD JJNK PROBABLE 

Concerns over exchange merger 


By Tracy Confgai and WflUian 
Lewis In New York 

A#bur Levitt chairman of 
tiie Securities and Exchange 
Commission, said yesterday 
that a review of the proposed 
merger of the American 
Sock Exchange (Ames) and 
National Association of 
Securities Dealers - which 
nip. America’s second and 
tfcjrd largest stock 
^changes - by the Justice 
Department was probable, 
on the grounds of antitrust 
concerns. 


The Justice Department 
declined to comment 
The move came as the 
boards of both exchanges 
met to vote on a preliminary 
merger agreement Both 
declined to give details of 
their proposed agreement, 
bat sources dose to the deal 
said that Amex and the Nas- 
daq stock market would con- 
tinue to function as separate 
entities, under the control of 
NASD. As a result a deal 
could trigger antitrust con- 
cerns if it limited the range 
of US listing options to pub- 


lic com p anies. 

Advisers to Nasdaq said 
they had identified “several 
hundred million dollars of 
cost savings" over several 
years as a result of the 
merger, and added that there 
were plans to invest approxi- 
mately $100m in updating 
Ames’s trading and informa- 
tion technology systems over 
the next five years. 

Longer term, there are 
plans for the two exchanges 
to become linked, possibly 
enabling companies to be 
traded on both exchanges. 


Mr Levitt told a Congres- 
sional panel that the SEC 
would try to ensure that the 
merger "in no way dimin- 
ishes the competitive land- 
scape in America's markets 
and provides investors with 
the same kind of opportuni- 
ties they had before the 
merger, if not greater oppor- 
tunities". 

He noted that a Justice 
Department review would 
focus on monopoly concerns 
while the SEC would try to 
make sure that Investors got 
"the best possible deal". 


In 1996. $9lbn of shares 
were traded on Amex, com- 
pared with $3.3bn on Nas 
daq. Together, they exceeded 
the $4.1bn traded on the New 
York Stock Exchange. 

Mr Levitt said the merger 
reflected "a rapidly changing 
landscape in terms of the 
way markets are structured 
and T suspect we’re going to 
see that change accelerate ". 
There has already been spec- 
ulation that the Philadelphia 
Stock Exchange and some 
other regional exchanges are 
likely to be taken over. 
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Schrager and NorthStar join forces 


3y Richard Twnkfcs 
in New York 

New York hotelier Ian 
Schrager, owner of some of 
the trend! ust properties on 
tbfy? international circuit. 
yg$terday announced a big 
expansion of his hotel busi- 
ness. 

said he had formed a 
venture with NorthStar Cap- 
ital Investment a US prop- 
erty company, to own, con- 
trol and manage all his 
existing hotels and -vigor- 
ously pursue" his strategy of 
opening new properties in 


the US and abroad. 

Mr Schrager and his late 
partner Steve Rubell are 
credited with, having pio- 
neered the “boutique" hotel 
concept, and his Philippe 
Starck designed properties, 
such as the Royalton in New 
York, have won interna- 
tional acclaim. 

The venture with North- 
Star, called Ian Schrager 
Hotels, will acquire a port- 
folio comprising Morgans, 
the Paramount and the Roy- 
alton in New York, the 
Delano in Miami’s South 
Beach, the Mondrian hi Los 


Angeles, and The Clift in 
San Francisco. It will also 
own all the Ian Schrager 
hotels under development 

NorthStar Is investing 
jssKra in Ian Schrager Hotels 
in return for a controlling 
stake. Mr Schrager and 
NorthStar said the new com- 
pany had assets worth 
5530m, a figure that would 
grow to more than $lbn 
when current development 
prqjects were completed by 
the end of next year. 

Mr Schrager said North- 
Star’s involvement would 
provide substantial new cap- 


ital for expansion, enabling 
him to pursue his strategy of 
opening hotels at various 
price points in international 
gateway cities in North 
America and elsewhere. 

As part of the deal, all 
future Ian Schrager hotels 
and restaurants will be 
designed by Philippe Starck, 
who has put his distinctive 
minimalist stamp on the 
Paramount, the Delano and 
the Mondrian, as well as the 
Royalton. 

NorthStar is a Maryland- 
based company formed to 
pursue the property invest- 


ment activities of its two 
principals: David Hamamoto, 
formerly a co-head and part- 
ner at the Whitehall Funds 
at Goldman Sachs, and 
Edward Scheetz. formerly a 
partner of Apollo Real Estate 
Advisors. 

Mr Scbrager's London 
hotels are being developed in 
partnership with Burford 
Group, a UK property com- 
pany. Mr Schrager said the 
London projects would serve 
as a platform from which Ian 
Schrager Hotels and Burford 
would develop other projects 
in Europe. 


ITT to ‘review’ braking 
and electrical divisions 


By Haig Sknonian, 

Motor Industry Correspondent 

ITT Industries, the US 
Industrial group, yesterday 
triggered shockwaves in the 
rapidly consolidating car 
components sector by 

announcing a review of its 
braking and electrical 
operations. 

ITT would not confirm 
that the two units would be 
sold. However, the review 
will be enough to solicit 
expressions of interest from 
potential bidders. 

The group said investment 
banks Goldman Bachs and 
Lazard Frtres would conduct 
a “strategic review" of the 
two operations. The car com- 


ponents unit, which makes 
friction materials, Raid han- 
dling systems and shock 
absorbers, with sales of 
$80Qm last year, is excluded. 

The units under review 
are among the leaders in 
their fields. Together, they 
accounted for $3Jfbn of the 
$4.7bn in sales by ITTs auto- 
motive activities last year 
and more than half total 
group turnover. 

Travis Engen, chairman, 
said should the review result 
in a sale: “Proceeds would be 
used to finance further 
growth of care businesses, or 
to repurchase common 
stock ay down debt, or 
some combination." 

ITT 3s one of the world's 


three biggest names in brak- 
ing systems alongside Rob- 
ert Bosch and LucasVarrty. 
The electrical division, 
which specialises in wipers, 
lamps a*id electric motors, is 
also a lilting manufacturer. 

The review has been com- 
missioned partly because 
margins of 6-8 per cent on 
the automotive side are 
below the 9-11 per cant ITT 
makes in pumps and valves 
or electronic defence equip- 
ment - two core businesses. 

ITT Industries declined to 
say when the review would 
be completed or to name pos- 
sible buyers. However, the 
size of the businesses being 
reviewed could restrict 
potential buyers. 


Strong sales aid 
Thomson advance 


By Scott Munson in Toronto 

Strong sales in its financial 
and professional publishing 
division bolstered Thom- 
son's 1997 earnings by 30 per 
cent, the Canadian informa- 
tion and publishing group 
said yesterday. 

Earnings net of tax, exclu- 
ding disposal gains, were 
US$53 6m, or 88 cents a 
share, compared with 4413m, 
or 69 cents, the year before. 

There was an additional 
514m in disposal gains last 
year, raising total earnings 
to $550m, or 91 cents. In 1996 
Thomson had one-off gains 
of $156m, lifting total 
earnings to 5569m, or 95 
cents. 


Total sales in the informa- 
tion and publishing groups 
reached &5.7bn In 1997. up 
from $4.7bn. 

Sales at the international 
publishing group were up 
almost 8 per cent to $l.7bn. 
The company’s newspaper 
group, which acquired five 
dailies and three targeted 
publications in 1997, 
reported sales of 51 bn com- 
pared with 5900m the year 
before. 

Speculation persists that 
Thomson's flagship Globe 
and Mail daily could be 
acquired by media magnate 
Conrad Black's Hollinger 
Group, which has said it 
wants to penetrate the 
Toronto market 
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Republic of Peru 



Privatization of Peruvian Insurance Company 

The Republic of Peru through COPRI (Commission for Ac Promotion 
of Private Investment) announces the privatization of Popular y 
Porvenir Coropania de Seguros (the “Company") through a public auc- 
tion to qualified strategic investors. COPRI intends to sell all of the 
Company’s shares currendy owned by the Peruvian Ministry of 
Economy and finance. 

Popular y Porvenir is an insurance company, with headquarters in 
Lima, and 1 1 branch offices throughout Peru. As of December 31, 
1997, the Company had .total assets of US$642 million and sharehold- 
ers 1 equity of US$36.2 million. Gross written premiums were USS44J 
million for the year ended December 31, 1997. 

The Company is die fifth largest Peruvian insurance company based 
on gross written premiums in 1997. The Company’s core product is 
property casualty insurance such as aviation, fire and automobile. 
In addition, life and health insurance represents approximately 
11% of gross written premiums. 

Auction rules describing the requirements and procedures for p re- 
qualifying and participating in this privatization w ill be available until 
April 13, 1998 for a fee of US$5,000. The Pie-qualification deadline is 
April 20, 1998. Interested parties should contact die undersigned 
which has been retained as COPRTs financial advisor. 


Should you have any comments or questions, please contact: 

Valdemaro Mendoza 
Representative 
Salomon Smith Barney 
Los Duraznos 347 
Lima, PERU 
Tel: (511)436-1681 
Fax:(511)434-1582 


Maurice Marches ini 
Director 

Salomon Smith Barney 
388 Greenwich Street 
New York, NY 10013, USA 
Teh (212)816-9832 
Fax: (212) 816-0910 


Please £ax or send your indication of interest to; 

Salomon Smtth Barney 

388 Greenwich Street 
New York, NY 10013 
fax: (212) 816-0910 
Attention: Nuno Fflipc Nunes 

1 1*8 Sdoijwi Spa* toner HoUiUp locSdomon Snmh Bwncv B a wncc mufc of Saudi Buaey lac Santa 

x<fl control 
.hnebca 


Bridge crosses 
into the spotlight 

Deal lifts group to market number two, 
write John Gapper and Richard Waters 


A lthough Bridge Informa- 
tion Systems has 
existed for a quarter of 
a centiny, it has until now 
maintained a for lower pro- 
file than Reuters and Bloom- 
berg. Its purchase of Dow 
Jones Markets for $5l9m 
pushes it into the spotlight 
at a challenging moment 
Bridge has grown through 
acquisition during the 1990s 
from its roots as a financial 
data offshoot of a US institu- 
tional brokerage in St Louis. 
Missouri. But its latest deal 
is larger than previous 
acquisitions, and presents it 
with a bigger task in main- 
taining a coherent business. 

The stakes are high. 
According to Bridge’s esti- 
mates. the combined annual 
revenues of Dow Jones Mar- 
kets (once more to be called 
Telerate) and itself are 
$1.1 bn. This is more than 
Bloomberg's SI bn, and so 
propels it from fourth to sec- 
ond place in the financial 
data market 

Yet Bridge has had to 
water down - for the time 
being at least - one of its 
tenets. Instead of all its data 
being held on a single data- 
base and offered via a single 
network, it wfl] run Telerate 
as a distinct operation with 
its own databases and deliv- 
ery system. 

The risk is that Bridge will 
be unable to gain the cost 
and technology synergies of 
former purchases such as its 
1996 deal to buy Knight Rid- 
der Financial, the foreign 
exchange and news informa- 
tion unit 

This is not wholly by 
choice. Cantor Fitzgerald, 
the fixed income inter-dealer 
broker that supplies Telerate 
with its US Treasury bond 
prices, was pressing to gain 
a royalty for all Bridge 
screens if the businesses had 
been fully combined. Bridge 
sidesteps this by keeping 
them separate. 

But Bridge has judged the 
risks of such a strategy to be 
worthwhile for the sake of 
the potential gains. In plac- 
ing emphasis on aggressive 
expansion rather than con- 
sistency, it raises the pres- 
sure an Reuters and Bloom- 
berg. while giving itself a 
more complex task. 


John Jessop, managing 
director for Europe, argues 
that the rate of consolidation 
in the sector gave Bridge 
little choice but to take a 
leap. “They had things we 
wanted quickly rather than 
slowly, and although we 
could have built th^m our- 
selves we did not have the 
luxury or time," he says. 

The risks in foiling behind 
are considerable as Dow 
Jones, publisher of the Wall 
Street Journal, has shown. It 
sold its subsidiary after 
abandoning a $650m invest- 
ment effort aimed at improv- 
ing its technology. 

“We have already built the 
network Dow Jones was 
talking about building," says 
Thomas Wendel, Bridge's 
president and chief execu- 
tive. He says Bridge will 
reduce the 6.000 staff 
employed by the two 
operations, and insists that 
it is not constrained from 
unifying the technologies. 


G 


rowth via acquisition. - 
in contrast to Reuters’ 
strategy of organic 
growth - has been a Bridge 
hallmark since it was bought 
in 1995 by Welsh Carson 
Anderson St Stowe, a New 
York-based investment fund. 

It had built up an equities 
data operation that offers 
information on 300.000 
stocks, used widely by asset 
managers. But it lacked the 
strength in bond analysis of 
Bloomberg or the foreign 
exchange might of Reuters. 

Two deals came later in 
1995 when it took over EJV 
Partners, a fixed income 
data operation, and a data 
Integration business called 
Market Vision. 

Bridge has used Market 
Vision software to integrate 
data so as to offer various 
services over a single net- 
work. It sells a range of 
Information feeds across an 
open network for between 
S150 and (750 per month. 
These prices considerably 
undercut Bloomberg's flat 
charge of $1,100 per month. 

Mr Wendel says Bridge 
wants to maintain Telerate 
as a brand despite Its tra- 
vails. “I don't think it’s 
tarnished, in many ways. It’s 
better known than Bridge." 


Bail-out 
helps lift 
Banespa 
to record 


By Jonathan Wheatley 
in Sao Paulo 


A R$29bn (US$25.6bn) 
bail-out last year from the 
Brazilian government helped 
Banespa, the bank until 
December controlled by the 
state of Sao Paulo, achieve 
the biggest net profits In 
Brazilian corporate history, 
of RS2.04bn. 

The extraordinary perfor- 
mance is certain not to be 
repeated in 1998. Most of the 
bank's Income came from 

commission of 0.5 per cent 
for managing the state's 
debts, which earned it up to 
R$145m a month. 

None of this income - nor 
that from loans to the state 
government - was realised 
until last December, when 
control of Banespa passed to 
the federal government in a 
deal to restructure the 
state's debts. Banespa is 
being prepared for privatisa- 
tion. possibly later this year. 

The central bank took 
over management of 
Banespa in December 1994 
after the state failed to make 
payments on debts of R$9bn. 
which subsequently grew as 
interest and commission 
went unpaid. Financial state- 
ments for 1994. 1995 and 1996 
were published only last 
December, after the deal was 
agreed. 

“The balance sheets pub- 
lished in December take 
account of events that 
occurred after the periods 
they refer to," said Arthur 
Bueno of Lafis, analysts in 
SSo Paulo. “If the 1994 state- 
ment had been published at 
the right time, it would have 
shown negative assets of 
R$8bn, or about R$llbn at 
today's prices. 

“The big question now is 
whether Banespa will con- 
tinue to rely on treasury 
operations, or look to lend- 
ing as an alternative source 
of income." he said. 

Profits in 1996 were given 
as Rfl.lbn. For the first nine 
months of 1997, profits were 
R$I.39bn. 

Full-year results published 
yesterday showed fourth- 
quarter profits were boosted 
after the government almost 
doubled interest rates in the 
wake of the Asian crisis. 

Banespa benefited more 
than its private sector com- 
petitors because it was 
required to place a lower 
percentage of depositors' 
money at the central bank. 

Banespa announced divi- 
dends for 1996 and 1997 of 
RS20.86 per thousand ordi- 
nary shares and R$22.94 per 
thousand preferred shares. 

Trading in Banespa’s 
shares was suspended on 
Tuesday before the publica- 
tion of the results and was 
due to resume yesterday 
afternoon. 



NEWS DIGEST 

DEFENCE INDUSTRY -r-rr— - V 

Lockheed battles to 
save Northrop merger 

fighting to sarertspi^nedi^^^^^^ r8n8 ^ .. 

WtovedTuesday’s decline of S2.88. ■ 
t72dn9 ’ some of Northrop* 

assets - reporte, ^ W fl iaante0 against possible abuses of .mar- 
a consent decree as a Spposai to shad • 

would allow an economically viable _ . 

North rap’s electronics divisions. 

Christopher P»k®6, Los Angews 

VENEZUELA 


Soros to lift bank stake 

_ ^ i^-ma«nnai financier, is to Increase Ws stake 

bank by local Investors. A group led by Mr Josd Maria N°guer- 
ofes* B«tco Provincial, Venezuela’* largest 

most of the 65 percent stake in Banco Car- - 
t rm , a medium-sized commercial bank. 

Part of the capital will come from Irsa. Mr Soros’ Argentine 
property company, and part from Luis Emilio VWuttiT. who heads 
tteV^azuelan property company FV1. which is controlled by . 
Irsa. Raymond Cofitt, Caracas 


FUEL CELLS 


GM deal boosts Ballard shares 


Ballard Power Systems 
Stare price (CS) 

200 : 



1997 


as 


Shares In Ballard Power 
Systems have risen to a record 
high after the Canadian fuel cefi 
research group secured a small 
contract with General Motors. 
BaWarcf s shares retreated 
slightly yesterday to C$179 at 
midday after setting a new high 
of C$182 the previous day. The 
shares were trading at C$32 .50 
a year ago and began this year 
at C$109. Investors and ana- 
lysts were surprised that GM 
agreed to purchase C$3. 6m 
(US$2.5m) worth of fuel ceils 
from Ballard, because the US 
carmaker has pursued its own 
fuel cell research programme. 
Some observers speculated 


that the contract could indicate that GM was encountering tfiffi- 
cuftfBS, which would increase the tfkefihood that Ballard would 
win the race to develop the first commercially viable fuel cell. 
Scott Morrison, Toronto 


EMERGING MARKETS 

Asia rebound lifts hedge funds 

Hedge funds specialising in emerging markets, which reported 
substantia] losses In January, saw strong returns test month 
thanks to a rebound In Asian markets. Offshore emerging markets 
hedge funds gained 135 per cent during February, acoordrjg to 
Van Hedge Fund Advisors, a hedge fund Information consultancy 
based fri the US. This was due to the strong performances fn 
markets including: Malaysia, which gained 31 per cent; Hong 
Kong, up 24.2 per cent; and Poland, which gained 20.7 per cent. 

US hedge funds, however, lagged leading Indices, only gaining 
3-5 par cent. The S&P500 rose 72 per cent as did the avwege 
equity mutual fund, while the average offshore hedge fond rose 
6.1 per cent George Van. chairman, said the sluggish perfor- 
mance parity reflected the large amomt of money coming into 
hedge funds. Emlko Terazono, London 



November 1997 



ASLK-CGER Bank N.V./S.A. 


US$960 million 


Sale of 24.7% 


International Financial Adviser 
to the Belgian State 
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Moyne may 
be extradited 

to Sweden 


By Gres Mctor in Stockholm 
and Jfamny Buns b London 


Swedish prosecutors are 
preparing to launch extradi- 
tion proceedings in the UK 
against Lord Moyne, the 
Guinness peer, and Lindsay 
Smallbone, his business 
associate, over the alleged 
SKr485m C$6im) fraud uncov- 
ered last year at Trustor, the 
Swedish investment group. 

The UK's Seri o os Fraud 
Office is understood to have 
advised Bo Skartnder, the 
Swedish prosecutor leading 
the case, that rt prefers 
extradition to bringing a 
criminal case against the 
two mm in the UK. 

Trustor is being wound up 
by liquidators in the wake of 
a scandal which occurred 
after Lord Moyne, who said 
he was acting for a group of 
Swedes, purchased a 52 per 
cent stake in the company 
last June. 

If tried in Sweden, Lord 
Moyne and Mr Smallbone, 
Trustor's former manag in g 
director, face charges of 
gross embezzlement, swin- 
dling and book-keeping 
crime. 

An international police 
investigation has implicated 
them in the disappearance of 
SKr620m Erom Trustor’s 
Stockholm bank accounts 
shortly after Lord Moyne 
took control. Some SKrl35m 
has been recovered. 

Lord Moyne and Mr Small- 
bone deny any wrongdoing. 


Lawyers commissioned by 
Trustor to investigate the 
disappearance of the money 
from the company’s hank 
accounts in Stockholm have 
already decided there are 
grounds for proceedings 
against Barclays Bank over 
its hanriiiTtg of financial 
transactions through a Lon- 
don account. Barclays has 
denied any wrongdoing. Any 
civil action could run paral- 
lel to criminal proceedings 
that may be launched by 
Swedish prosecutors. 

The SFO is thought to 
favour all Trustor proceed- 
ings being heard in Sweden 
to avoid the case becoming 
“split" between the two 
countries. Some SFO offi- 
cials believe that the pursuit 
of separate prosecutions in 
different jurisdictions would 
make the current investiga- 
tion unwieldy. However 
extradition could also prove 
a drawn-out process. 

According to Crown Prose- 
cution Service officials, the 
procedure can take up to two 
years. This raises the pros- 
pect of a frustrating delay 
before the case comes to 
court Mr Skarinder is expec- 
ted to make a decision on 
how to proceed in three to 
four weeks. 

Two of Lord Moyne's for- 
mer Swedish advisers, 
Thomas Jisander and Peter 
Mattsson. have already been 
charged in Stockholm with 
breaching or assisting a 
breech of shareholder trust 


Mannesmann 
tries to damp 
Olivetti talk 


By Ralph Atkins . 
In Hanover . 


Mannesmann, the German 
industrial conglomerate, yes- 
terday damped speculation 
that it was about to buy a 
stake in Olivetti, the Italian 
telecoms and information 
technology group, but it 
refused to rule out such a 
move completely, r - 
Speculation about a 
strengthening of Mannes- 
xnann's links with Olivetti 
bad sent the Italian group's 
shares sharply hig he r over 
the past week. But Peter 
Mihatscb, the Mannpsmann 
board member with responsi- 
bility for the group’s tele- 
communications activities, 
told a press conference at 
the Ceblt information tech- 
nology fair in Hanover that 
“it is not foreseen that we 
will buy a stake in Olivetti”. 
The high share price meant 
such a purchase was 
“unlikely" at the moment. 

After Mr Mihatsch's com- 
ments, Ohvettfs share price 
weakened, ending the day at 
12^28, down L40. However, 
Mannesmann- -signalled it 
was keeping a close eye on 
market developments, issu- 
ing a statement after the 
press conference saying It 
had not ruled out a purchase 
of Olivetti shares, rt said its 
co-operation with Olivetti in 
the Italian telecoms market 


Ofiveffi . 

Stare price rabUw IB the Comfttadex 



“will be expanded and 
developed further”. 

Mannesmann, which was 
previously best known for 
its steel tubes, has expanded 
rapidly into the German tele- 
coms market, where it now 
operates the largest digital 
mobile telephone network. 

In Italy, it has a 25 per 
cent stake in Infostrada, a 
joint venture with Olivetti 
which recently wan a licence 
to build and operate a fixed- 
line telephone network. 

Speculation about 
Mannesmann taking a stake 
in Olivetti has been 
encouraged by expectations 
that Carlo De Benedetti, 
former Olivetti chief 
executive, wiH soon sell his 
remaining 4.7 per cent stake 
in the company. 
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Carnival sails into dominant position in cruise holidays 

US line dominates the mass market and has expanded into Europe through stakes in Costa and Airtours, writes Tracy Corrigan 

i 


n 1972, Micky Arison's 
father, an Israeli immi- 
grant, bought a second- 
hand cruise ship which ran 
aground just outside the port 
of Miami on its maiden 
voyage. 

But this is America. 

These days. Micky Ari- 
son's Carnival Corporation 
is the largest cruise Htip in 
the world, having virtually 
created the concept of the 
contemporary market - 
cruises on massiv e ships far 
the less than massively rich. 
Carnival has some of the 
best known brands in the 
world, including Holland 
America and Windstar, as 
well as thft mass-market Car- 
nival Cruises. It also owns a 
30 per cent stake in Airtours 
of the UK . 

"The market has never 
been stronger," explains Mr 
Arison. Cruises, at least in 
North America, “are slowly 
becoming a mainstream 
vacation choice”. He believes 
that the same trend is fol- 
lowing in the UK and other 
parts of Europe. Mr Arison 
also has a piece of that 
action: Carnival owns a 50 
per cent stake In Costa 
Cruise Lines, the Italy-based 
company which serves holi- 
daymakers from Italy, 
France and Spain. 



CanwaPs biggest ship, the Carnival Destiny, is among the largest in the world Picture: Harvey Lloyd 


"A lot of countries," Mr 
Arison says, “have had tradi- 
tional cruising forever.” This 
is the top end of the market, 
appealing to the very com- 
fortably off. “Growth comes 
about when operators realise 
you have to have a product 
to appeal to the middle mar - 
ket. We have proven how 
you can get a price that's 
competitive.” 

In 1970, 500,000 Americans 
took a cruise; last year, the 
number was about 5m. 
Studies have estimated that 
the potential size of the mar- 
ket is 35m-50m in North 


America, so there is still 
some 80 per cent of that vol- 
ume to play for. 

Still, some observers 
w orr y about the danger of 
overcapacity, as new orders 
flood in for ever bigger 
ships. Carnival itself has 
worth of contracts for 
new ships pending. But Mr 
Arison is unconcerned, not- 
ing that “even slight 
increases [in the percentage 
of holidaymakers taking 
cruises] would need a big 
increase in the number of 
ships". 

Carnival's biggest ship. 


the Carnival Destiny, 1 b 
among the largest In the 
world at 100,000 gross 
tonnes. Although Mr Arison 
is “delighted with that”, the 
next generation of ships on 
order weigh in at a mere 
82,000 tonnes apiece, partly 
because the largest ships 
cannot navigate the Panama 
canal- 

while Europe remains a 
key market, plans to target 
the Asian market through a 
link with Hyundai were 
abandoned last year as a 
result of “cultural differ- 
ences”. Mr Arison says. 


On the stake In Airtours, a 
UK-listed package holiday 
company with its own retail 
outlets and airline, Mr Ari- 
son says: “We view that as a 
strategic investment. Wher- 
ever they expand, they give 
us access to distribution.” 
Each company owns 50 per 
cent of Costa, and David 
Crossland, Airtours' chair- 
man, owns a stake in Carni- 
val and aits an the board. Mr 
Arison says the stake gives 
Carnival participation In the 
broader travel market, but 
“the cruise business is our 
primary focus” and that 
strategy is not likely to 
change. 

C arnival does face com- 
petition from new 
entrants, however - 
-most notably Disney, whose 
first theme park-style cruise 
ship is now being built. Dis- 
ney’s product, notes Mr Ari- 
son, is “far more family ori- 
ented” than Carnival’s, but 
both are based around what 
he describes as “lavish enter- 
tainment architecture” - 
one Carnival ship has a Hol- 
lywood theme, for example. 

The economies of scale 
created by the advent of 
huge ships have put pres- 
sure on smaller cruise tinas, 
prompting rapid industry 


consolidation in recent 
years. “ 

But Mr Arison believes^ 
that small, well-run and; 
well-capitalised lines cah- 
survive by targeting parties*' 
lar sectors of the market',’ 
“Every cruise line that’s not 
part of the ’big three’ is: 
always talking [to potential 
acquirers J. When the time if^ 
right, we would have same;, 
level of interest [in further 
acquisitions]. Now is not the. 
best of times because every-” 
one is doing wen.” 

In recent years Carnival 
has tended to let its acquired- 
subsidiaries TITMiwtein their 
own style and brand, allow- 
ing the company to domi- 
nate broad swathes of the 
market. Carnival Cruises 
serves the so-called “content-,, 
porary” or mass market, 
whSe Windstar has smaller, 
more traditional ships. 

And if the market turns, 
down? “Not if. when,” he 
corrects. “It’s like gravity;; 
I’ve been in tt for 25 years;' 
and I’ve been through reces- 
sion and the Gulf war.” But 
he says with some pride that* 
in 1991, during the Gulf war. 
- when many holiday 0000 -. 
p anles were badly hit as 
Americans shelved travel’ 
plans - “we still grew earn-* 
lugs.”" 



Triumvirate to 
run Lagardere 


By Robert Graham in Paris 

A new top management 
structure has been put in 
place at Lagardere, the 
French industrial and media 
group, to prepare for the 
eventual r e t ir ement of vet- 
eran founder Jean-Luc 
Lagardfire. 

The group will be run by a 
triumvirate, with Mr Lagar- 
dere pro meting his 37 year- 
old son, Amauld, to be his 
deputy and flanking him 
with Philippe Camus, the 
long-time .finance director. 

This will be done through 
their hold on the “comtwaa- 
danhe” set up six years ago 
- an entity under French 
corporate law which permits 
control of the company with 
a minority bolding in 
exchange for foil liability. 

Unveiling the changes, Mr 
Lagardere who is not due to 
retire before "2004, insisted 
the group envisaged no radi- 
cal change in business strat- 
egy despite its failure last 
year to win a share in Tbam- 
san-CSF, the state-controlled 
defence electronics group. 

He said Lagard&re would 
continue' to focus on three 
distinct divisions: missiles 


and space technology; auto- 
motive (It makes the Renault 
Espace); and media and pub- 
lishing; based round Hach- 
ette. The company declined 
to speculate on prospective 
alliances in the accelerating 
reor ganisa tion of the Euro- 
pean defence industry. 

During 1997, Lagardere 
raised net profits 32 per cent 
to FFrl.38bn ($227m) from 
FFrl.03bn, largely thanks to 
a strong performance from 
the technology division. 

Media and publishing gen- 
erated FFr37bn of the 
FFrtgbn turnover, equiva- 
lent to 57 per cent However, 
this sector had only a mod- 
est 4.1 per cent operating 
margin, compared with 10.7 
per cent in the technology 
division, which generated 
FFr20bn in sales, up 6 per 


books stood 
, while 
topped 

jumped to 
1 FFr243bn 
ts tax allow- 
be operative. 
: FFr4,40 a 


cent on 1996. 


Pat ears ia the hands of 
Stem Redgrave and Matthew Pinsent 
and an Inspired perffenaaace is 
almost inevitable. Tegether they woa 
Olympic gold ia the men’s coxless 
pairs at Barcetoaa la 1992 and 
agaia hi Atlanta four years later. 
Immediately after this Redgra ve 
said, "If anyone sees mo gating ia a 
boat agaia, they can shoot me,” 
In 1997, showtag rat only 
their enstomary deterataatfea, 
bat flexibility loo, tbe pair became 
part of a foe 1 and wen the World 
Gbampieesbips la France, a feat 
laconically described fay The Daily 
Telegraph as "hasmess as asaaT. 


Greenwich NatWest realises 
that the consistent delivery 
of inspired performance 
requires something special: 
an environment where 
ideas flourish, skills are 
applied and talent Is 
developed to the full. For 
only then can Individuals, 
as part of a team, perform 
to their best. 

Contact Greenwich NatWest 
for an Inspired approach 
to structuring, arranging 
and distributing Innovative 
debt market solutions. 


Greenwich NatWest 


ASSET SECURITISATION CORPORATE PUBLIC DEBT CREDIT TRADING DEBT DERIVATIVES DEBT STRUCTURING 
LOAN SYNDICATION MORTGAGE & ASSET BACKED SECURITIES PRINCIPAL FINANCE PRIVATE PLACEMENTS SOVEREIGN DEBT 


FUTURES HIGH YIELD 
STRUCTURED FINANCE 
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COMPANIES & FINANCE: A S I A "PACIFIC 

INVESTMENT HONG KONG ARM OF BEIJING VEHICLE ENDS YEAR AT LOWER END OF EXPECTATIONS AND WARNS OF DIFFICULTIES AHEAD 

Citic Pacific rises 
8% to HK$7.4bn 


Cific Pacific 
Share price ff«Si 

ss 


Pre-tax prefic (bv dftiskn) 
1996 


By John RMdng in Hoog Kong 


Citic Pacific, the Hong Kong 
arm of Beijing's flagship 
investment vehicle, yester- 

- day reported net profits of 
HKS7.38bn OJS$952.7m) for 

, *1997, a rise of 8 per cent, and 
yarned of a difficult year 
ahead. 

iV . Larry Yung, chairman, 
described the result as a 
solid performance achieved 
in spite of "a dramatic 
change in business condi- 
tions" resulting from the 
economic turmoil which has 
shaken much of Asia since 
last summer. 

' The company said its 
infrastructure businesses 
provided stable long-term 
earnings and cash flow. 

__ Mr Yung added that the 
difficulties in the region 


might provide an opportu- 
nity to explore new busi- 
nesses. 

Although the results were 
at the lower end of expec- 
tations. analysts remained 
largely positive about Cldc's 
strategy and prospects. 

“They are something of a 
safe port in a storm," said 
John Godfray. a director at 
Dresdner Klein wort Benson 
in Hong Kong. He forecast 
net profits, excluding excep- 
tional. of about HK$4.3bn 

♦his year, compared with 
HK$4-14bn in 1997. 

Yesterday's results 
included an exceptional gain 
of HK$3.24bn from the sale 
of its 7.7 per cent stake in 
Hongkong Telecom. The 1996 
results were also bolstered 
by one-off gains: excluding 
exceptional items, Citic 


Pacific's profits climbed 16 
per cent to HK$4.14bn. 

The sale of the stake in 
Hongkong Telecom marked 
an important step in the 
group’s strategy of develop- 
ing infrastructure businesses 
and asserting a more direct 
management role. Last year 
infrastructure accounted for 
60 per cent of profits before 
disposals. 

Apart from the acquisition 
of a 20 per cent stake in 
China Light & Power, one of 
Hong Kong’s two electricity 
generators, investments in 
infrastructure Included the 
purchase of an additional 
35£ per cent stake in Hong 
Kong's Eastern Harbour 
crossing. This made Citic 
Pacific the controlling share- 
holder in the Eastern tunnel 
and. combined with its stake 
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in the Western Harbour 
Crossing, the company is 
now the biggest investor in 
Hong Kong's harbour 
tunnels. 

In mainland Chiua. Citic' s 
main investments included 
the Xu Pu bridge in Shang- 
hai, which opened last June, 


and the acquisition of a SO 
per cent stake in 20-year 
franchises for a road project 
in Jiangsu province and a 
bridge in Chongqing. 

Total sales during the year 
jumped from HK$12.76bn to 
HK(l6.79bo. Earnings per 
share, before and after the 


K rdKommsmcrfOM 
8BB RMBgBHnttX! 
n. n Rosd.DniJgealiimefc&walwBhais 
Prooanr 


sale of business Interests, 
were 194.2 cents and 346 
cents respectively, represent- 
ing nses of 16 per cent and 
7 per cent. 

A final dividend of 50 
cents gives a total payment 
for the year of HR$l, a rise 
of 9 per cent. 


LTCB 
and SBC 
reveal 
alliance 
details 

By G3Han Tett In Tokyo 


The Long Term Credit Bank 
of Japan and Swiss B ank 
Corporation will take a 1 per 
.cent equity stake in each 
other before April 8 and plan 
to start joint ventures In 
asset management and 
investment banking in the 
next two months. 

The plans, broadly in line 
with a deal concluded last 
summer, will result in the 
most fully-fledged alliance 
between a western bank anil 
, a Japanese partner. 

' Yesterday's announcement 
jram partly intended to refate 
"speculation that the alliance 
could be derailed by the 
merger announced last 
December between SBC and 
^Union Bank of Switzerland. 

_ “The new agreements do 
hot fundamentally change 
the nature of the alliance, 
which remains a partnership 
of equals between LTCB and 
the new UBS,” they said. 

! When SBC and LTCB 
announced the deal last 
summer, they had envisaged 
that the two would move 
towards a 3 per cent cross- 
shareholding. However, this 
was scaled back to 1 per cent 
in the autumn. 

, A plan for SBC to raise 
Y200bn ($i.55bn) of capital 
for LTCB has also been 
abandoned because last 
week LTCB received 
Y176.6bn from the Japanese 
government as part of a 
scheme to use public money 
to expand the capital base of 
the banks. Meanwhile, the 
UBS and SBC merger has 
increased the scale of the 
planned joint ventures. 

The companies will now 
emhark on a three-way 
merger in Tokyo, with the 
investment banking joint 
venture due to start in the 
first half of May under the 
name of LTCB Warburg. The 
combined LTCB, SBC and 
UBS staff will he about 1.000, 
slightly larger than origi- 
nally planned. 

An asset management 
Joint venture will open on 
April 15, under the name of 
LTCB UBS Brinson, with 
about ISO staff. A private 
banking joint venture will 
then open later this year. 


ABN Amro continues push into Asia 


By Ted Bantacke la Bangkok 

ABN Amro of the 
Netherlands said yesterday 
it would boy 75 per cent of 
Bank of Asia. Thailand's 
eleventh largest commercial 
bank, for an initial capital 
injection of Bt7.5bn ($186.5mj 
and another unspecified 
amount to be determined at 
the end of 1999 by a complex 
pricing formula. 

ABN Amro also said it 
wanted to acquire the 
remaining shares of Bank of 
Asia in 2000 making it a 
fully-owned subsidiary, 
depending oh the willingness 
of minority shareholders, 
dominated by the 


Pataraprasitfa family , to sell 
their stakes. 

The purchase furthers 
ABN Amro's aggressive 
push into Asia and into 
Thailand In particular. It has 
invested more than $300m in 
the country over the past 
four years to set up a branch 
subsidiary and acquire a 
controlling stake in Asia 
Securities Trading, a leading 
brokerage house. 

For Bank of Asia, the deal 
ends months of speculation 
as to how it would cope with 
Thailand's financial crisis 
and economic downturn. 
The hank must make mas- 
sive new provisions for non- 
performing loans and cur- 


rent shareholders were 
either unable or unwilling to 
come up with new funds. 

The deal is the latest in a 
series of acquisitions of Thai 
financial institutions by for- 
eign investors, including a 
takeover of Thai Danu Bank 
by Development Bank of 
Singapore earlier this year. 

Thai authorities have been 
actively promoting foreign 
Investment as one way of 
shoring up the country's 
financial system. The central 
bank recently nationalised 
four ailing mid-size h anks 
and said it intended to pri- 
vatise them soon. 

The pricing formula 
agreed gives Rank of Asia 


enough new capital to stay 
afloat, make new provisions 
and possibly expand. It 
leaves tbe final cost of the 
deal subject to the Bank of 
Asia's net asset value at the 
end of 1999, plus or minus a 
premium to be determined 
by the share price or similar 
Thai hanks relative to their 
net asset values at the time. 

Although ABN Amro will 
pay only BtS.27 a share, com- 
pared with Bank of Asia's 
last traded share price of 
Bt20.25. the Dutch bank 
could end up paying up to an 
additional Bt22.23 a share for 
its stake if the Thai economy 
and banking shares rebound. 

ABN Amro executives said 


they hoped the second pay- 
ment would be large because 
that would indicate that 
Bank of Asia had contained 
its bad loan problem, while 
still making provisions 
required under US GAAP 
standards. 

Current Bank of Asia man- 
agement. led by president 
Chulakorn Singhakowin. 
will be retained and no job 
cuts will be made, said Ton 
de Boer, chief executive of 
ABN Amro Asia Pacific. 

Mr de Boer said because 
Bank of Asia fitted into ABN 
Amro's regional strategy so 
well “no change of strategy” 
for the Thai institution 
would be needed. 


F ailing property prices hit HK Land 


By Louise Lucas In Hong Koog 


About US$845m was wiped 
off the value of investment 
properties owned by Hong- 
kong Land last year, the 
propert y arm of the Jardine 
group and the territory’s big- 
gest landlord in the prime 
Central business district said 
yesterday. 

The reduction represents a 
fall of about 10 per cent 
Property prices have been 
falling in Hong Kong as a 
result of the Asian financial 


crisis. The territory has 
maintained its currency peg 
to the US dollar, at a cost of 
higher interest rates and the 
devaluation of property and 
other asset prices. 

' Simon KeSWlck, chair man 
said capital values had fatinn 
a fhrther 10 per cent this 
year so far most property 
analysts believe the market 
has not yet hit the bottom. 
Developers have been selling 
flats at about one-third of 
the prices they were achiev- 
ing at the peak of the market 


last summer, but sales are 
still languishing. 

Hongkong Land yesterday 
reported a 40 per cent drop 
in net profits for last year. 
Excluding discontinued 
activities, the drop was a 
more modest 9 per cent, 
from $432m to {395m. 

Rents in Hong Kong are 
generally fixed on a three- 
year basis, and this year are 
likely to be set lower to 
reflect the depressed market 
Further pressure will come 
from the increased supply of 


buildings due to come on 
stream in Central 
Weak markets in Vietnam 
and the Philippines have 
also hurt the group. It com- 
pleted its second office devel- 
opment in Hanoi but said 
demand was poor “reflecting 
cautious international 
investment sentiment 
towards Vietnam". 

In Indonesia, it has made 
$15m provisions on a toll 
road investment 
China investments grew 
during the year, and the 


group boasts a portfolio com- 
prising property and infra- 
structure interests, includ- 
ing a 28 percent interest in a 
company developing mid- 
sized power stations In cen- 
tral China. 

Earnings per share - 
excluding provisions and 
stripping out the previous 
year's gain on the sale of 
Trafalgar House, the UK con- 
struction conglomerate - fell 
4 per cent from 16.40 cents to 
15.68 cents. The total divi- 
dend is held at 12 cents. 
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Mandarin Oriental falls 25% 

TUB Asian financial crisis and dearth of tourists to Hong Kong 
pushed net profits at Mandarin Oriental lnto ^t^aL the hotels 
arm of the Jardine group, down 25 per cent to U S$45m. The . 
continuing bleak prospects have prompted the directors to cut 
the total dividend from 6.30 cents to 3.50 cents. t 

The group derives about three-quarters ol its profits fro m Hong 
Kong, where tourism fell sharply after the handover at saveretgnty 
last July, the regional financial crisis which rendered the territory 
more expensive to neighbouring visitors, and the outbreak of 
"bird flu’. 

Simon Keswrck, chairman, warned that the current outlook 
remained bleak. "Against the background of difficult business 
conditions and declining travel and tourism in Asia Pacific, the . 
overall outlook for 1998 Is not encouraging.’ 

Last year’s profits were further hit by a $ 9 - 2 m provision taken 
“in view of an unprecedented deterioration in the Indonesian mar- 
ket" for the group’s 25 per cent stake m the Hotel Majapahit in - 
Surabaya. Indonesia. Its new 645 -room hotel in Kuala Lumpur, 
which is due to open in the summer, is also likely to suffer from 
the regional financial crisis. 

Earnings per share fell 26 per cent, from 8.66 cents to 8.41 
cents, or 11 per cent to 7.72 cents if non-recurring items are 
stripped out Louise Lucas 


CHEMICALS 


BASF to buy Daesang unit 

BASF, the German chemicals group, plans to acquire the lysine 
operations of Daesang for $600m in one of the biggest foreign 
takeovers in South Korea. Daesang. which recently changed its 
name from Miwon. has decided to sell its medical, fertiliser and 
lysine businesses, valued at Si bn. to reduce Its corporate debt 
from 3.5 times equity to 1 .5 times. 

The lysine division, which produces a growth hormone used in 
livestock feed, reported Won210bn (SI 43m) In sates last year. 
Daesang is one of five leading global producers of lysine. 

John Burton, Seoul 


Dairy Farm shake-up pays off 


By Louise Locas 

Dairy Farm, the food 
retailing aim of the Jardine 
group, yesterday reported a 
sharp increase in annual net 
profits to US$115.7m, com- 
pared with S27.9zn the previ- 
ous year. 

The strong results, which 
end a run of falling and mor- 
ibund growth, round off a 
year spent selling assets and 
revamping Australian and 
UK interests. Profit before 
interest from continuing 
activities was $208. 9m, 3 per 
cent ahead of the previous 
year. 

Net profits were lifted by 
the sale of Nestle Dairy 
Farm, which resulted in a 
$24. 6m exceptional gain, and 
by the fact that no provi- 
sions were made in 1997. In 
the previous year, tbe group 
booked provisions of $7?.5m 
for restructuring at the UK 
and Australian operations. 



Staton Kaswfdc opportunities 
for investment in Aslan markets 

However, Simon Keswick, 
chairman, warned the cur- 
rent year would not be easy; 
"The difficult economic con- 
ditions in Asian markets will 
inevitably affect Dairy 
Farm’s performance, though 
they will also create opportu- 
nities for new investment" 
he said. 


While the restructurings, 
particularly in Australia, 
helped improve performance, 
sales were marginally down 
from $6.97bn to $6-89bn. The 
group attributed this to for- 
eign exchange movements, 
especially the strengthening 
US dollar. 

Repositioning at the Aus- 
tralian Franklin stores 
brought a profit before inter- 
est of $15m last year, com- 
pared with a $8m loss in 
1996. By emphasising fresh 
produce. Dairy Farm reaped 
higher margins and produc- 
tivity gains. 

Closures took place over- 
seas and at home. Sima go, a 
Spanish supermarket which 
has long been a drag on 
earnings, was sold, and 
Dairy Farm quit its manu- 
facturing joint venture with 
Nestle, in which it had a 49 
per cent share. 

The group yesterday said 
it bad also decided to discon- 


tinue its drugstore 
operations in Taiwan and its 
Japanese supermarket joint 
venture with Seiyu. 

Contrarily. Dairy Farm 
recently acquired an effec- 
tive interest of 31 per cent in 
PT Hero Supermarket, an 
Indonesian chain, for 836.4m. 
- a move which seeks to 
exploit the potential of a 
market suffering from the 
economic turmoiL 

Capital expenditure last 
year was S335m. The group 
is focusing investment on 
Infrastructure and informa- 
tion technology systems 
which, with store conver- 
sions In Australia and refur- 
bishments in Hong Kong, 
will continue to represent 
tbe hulk of spending. 

Earnings per share, exclu- 
ding discontinued activities 
and exceptional items, rose 8 
per cent, from 7.94 cents to 
8^9 cents. The dividend is 
being maintained at 6 cents. 


Price Waterhouse faces 
probe by HK watchdog 


By Louise Locas 


Price Waterhouse, the UK 
accountancy firm, is to be 
investigated by the self-polic- 
ing Hong Kong industry 
regulator over its handling 
of the liquidation of Pere- 
grine Investments Holdings, 
the Asian investment bank. 

It is the first time the 
Hong Kong Society of 
Accountants has invoked 
statutory powers granted to 
it in 1995 to launch an inves- 
tigation. 

The move follows criticism 
in a Hong Kong court this 
month. The court approved 
tbe sale of Peregrine’s 
greater China equity busi- 
ness to Banque Natl on ale de 
Paris, but said it bad in 
effect been presented with a 
fait accompli sale by tbe 


provisional liquidators. 

"We think they [Price 
Waterhouse] have a case to 
answer, ” said the Hong 
Kong Society of Accoun- 
tants. “The council has con- 
sidered the case and decided 
to conduct an investigation." 

The Hong Kong Society of 
Accountants is a statutory 
body which registers and 
regulates the accountancy 
profession, ft can impose 
sanctions ranging from a 
reprimand, suspension of 
membership and a fine, to 
revoking a member's licence. 

During the winding up of 
Peregrine in court. Judge 
Anthony Rogers said that in 
seeking approval the liquida- 
tors. Price Waterhouse, had 
presented the court with a 
deal that “would have been 
difficult to unravel" and was 


possibly not the best that 
creditors could have 
ob tained 

Price Waterhouse also 
came under attack for agree- 
ments entered into between 
the bank and provisional liq- 
uidators ahead of court 
approval, the amount paid 
and conflict of i n tere s t Price 
Waterhouse failed to disclose 
it acted as auditors for BNP. 

Mr Rogers said court 
approval of the deal was 
sought after the provisional 
liquidators had let go of 
the key assets of a people 
business. 

Carrying on business as 
though the deal was a fait 
accompli, and publicising it 
at a press conference, was 
seen as a prima fade breach 
of an earlier agreement, the 
judge said. 


SCHERING 


Announcement of 
Annual General 
Meeting 


Scris ring AkttengeseUschaft 
Boriin 

(Securities Coda No.717 200) 


Our shareftoktorx are invited 
to a t ten d this year's Annual 
General Maatteg, wtdeb wtH 
take place on Wednesday. 
29th Aprfl, 1998 at 10 fl.ni. at 
the Hatrl Interco n B H a nia l 
Bertel, BudepesterStr. 2, 
10787 Berlin. 

Agenda: 

1. Presentation of the approved 
accounts, the group accounts 
and the annual report for 
Schenng AG and the group 
for tbe business year 1997 
including the report of the 
Supervisory Board. 

2. Resolution for the 
appropriation ol the net pro®. 

3. Resolution tor the discharging 
of the Board of Executive 
Ofreaura. 

4. Resolution tar the dgc ha rg rg 
of the Supervisory Board. 


5. Amendment of the Statutes / 
Conversion of Share CapM. 

6. Amendment of the Statutes / 
Conversion to shares without 
anommalvafue. 

7. Amendment at the Statutes f 
Remuneration of the 
Supervtswy Bomd. 

8. Amendnent of the Statutes / 
Restriction of the right to 
vote. 

9. Authorisation to purchase 
own shares. 

10. Election ot the auditors for 
the busmess year 1998. 

The connate agenda, mdudtig 
the resolution pul forward, is due 
to appear in the 19th March, 
1998 issue (No. $4) of the 
Bundesanzetgar (Federal 
Gazette). Please refer to this 
announcement for oatals of the 
agenda and of the procedure for 


depositing shares in order to 
attend the Meeting. Closing date 
for such deposits will be 
Wednesday, 22nd Apifl, 1998. 
-Pursuant to Section 125 of the 
German Companies Act we 
have aenf Notices to 
Sharehotdere and the abridged 
version of our annual report for 
1997 intended tor an holders of 
S obe ring shares in sale custody, 
for them to pass on to an hotoare 
of Sobering shares. 
Shareholders who have their 
Sobering shares held in sale 
custody by a bank and have not 
as expected received these 
documents from their bank by 
17th Aprfl. 1998 are requested to 
. apply for them to their bank. 


Berfln,19th March, 1998 

The Board of Executive 
Director* 


CONTRACTS & TENDERS 



DEPARTMENT OF SOCIAL SECURITY (DSS) 
BANKING SERVICES 

Tbe DSS B to tender for lire provision of hs banking services. The 
services required are: 

1. General Banking Services - England and Wales 
1 General Banking Services •Scotland 

3. To be the Department’s B ACS sponsor 

4. To make electronic payments overseas 

Suppliers selected to tender win be able lo tender for any or all of 
the services. 

The contracts) ate expected to run bom ] April 1999 up to a 
maximum of 8 years. 

A notice giving details of (be exercise appeared in the Official 
Journal of tbe European Comm unities (QJEC) on 17AO/9S. 
Requests to participate mist be made in accordance with the notice 
by 14/OV98. A copy of the contents of {bmiotioe can be obtained by 
telephoning 01253 333169 during normal office hours. 


GENCOR LIMITED 

Ilncurporuxcd in the Republic of South Africai 
Company Rcgjwaiicn Mo OI/012XVP6 
Ifonnerty General Mining Union Cwporaifon Limbed) 

PAYMENT OF COUPON NO 154 
(Dividend No 144) 

HOLDERS OF SHARE WARRANTS TO BEARFR 
payment on or after 26 March 1998 at StoSTS 

amoum declared per share, against surrender of Coupwi^sJ ^ 

Coupons must be deposited for FOUR CLEAR nive r. 

rrepccntra before payment will be made: AR D A YS for 

In Park .\i Credjrdu Nord 

* Union Bonk of 
in - 

Amount of dividend 

Lm United Kingdom Income Tax of 50* 


Listing forms can be obtained from the London Office, 
For and on behalf of 
Gencor Utniiod 
M Taylor 



I^ndon Ofticc: 

1-3 Strand 

London WC2N5HA 


17 March 1998 
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COMP ANIES & FINANCE: EUROPE 

TO INCREASE SH AREHOLDER VALUE OVER ‘MEDIUM TO LONGTERM' 


France Telecom posts FFrl5bn profit 


By Andrew Jack in Paris 

Prance Telecom yesterday 
unveiled net income of 
FFrl4u9bn ($2.45bn) for 1997 
after one-off costs of 
FFrl-lbn linked to its partial 
privatisation in last October. 

This compared with net 
profits in 1996 of FFr2.1bn - 
although that figure was dis- 
torted by "one-off charges of 
FFrl&Sbn. 

The profits came In spite 
of a 2 per cent decline in 
turnover from its fixed lines 


and losses of FFri.3bn gener- 
ated by its international 
Global One venture with 
Sprint of the US and Deut- 
sche Telekom. 

Michel Bon, chairman, 
said: “All those who 
expressed confidence in the 
company at the tinm» [of the 
sale] can now see that they 
made the right choice. 
Prance Telecom is stronger 
now." 

He said that Global One 
should break even within 
two to three years with its 


recently changed manage- 
ment team, and stressed that 
in spite of the financial diffi- 
culties he would still with 
hin dsight have entered into 
the alliance. 

The results came a head of 
tile full effects of the liberal- 
isation of the European tele- 
coms market this year, 
which Mr Bon said had 
resulted in domestic connec- 
tions to the France Telecom 
network by 37 operators. 

He refused to provide 
details of the volume of traf- 


fic on these rival services, 
but said that “if the initial 
figures were so fantastic you 
would probably have heard 
about if." 

France Telecom said its 
services accounted for half 
of the growth.in the use of 
portable telephones within 
the country last year, with 
3.3m subscribers out of a 
total of 6.2m. Revenues from 
mobiles jumped 52 per cent 
to FFrlT.lbn, and he said the 
service should break even 
during the current year. 


Income from fixed-line ser- 
vices fell to FFrlOObn. as a 
result of the substantial 
reductions in tariffs over the 
past few years on both 
domestic and international 
calls. 

Use of the Minltel phone 
information service 
increased only modestly, but 
Mr Bon said 1998 was “the 
year of the internet", and 
that France Telecom cur- 
rently had 22 per cent of the 
French mass market with its 

Wanadoo service. He pre- 


dicted up to 10m users in the 
country by 2000. 

The exceptional charges of 
FFrl-lbn. for the privatisa- 
tion included FFr741m to 
cover the preferential terms 
for subscription of the com- 
pany's shares by stall Total 
remuneration of the group's 
directors and executive com- 
mittee was FFrl4xn. 

Mr Bon stressed that his 
objective was to increase 
shareholder value over "the 
medium to long term” of 
three to six years. 


BT faces 
threat to 
Spanish 
strategy 

By Tom Boms in Madrid 

and Christopher Price 
in London 

British Telecommunications’ 
ambitions to compete in the 
Spanish market could be 
jeopardised by Telecom 
Italia, which is seeking to 
acquire a stake in Airtel, the 
second mobile operator 
which the UK group helped 
to launch in 1996. . 

The Italian carrier is at 
the centre of an attempt to 
merge RetevisiOn. a group 
which began offering fixed 
telephony services in Janu- 
ary and in which it is a main 
shareholder, and Airtel into 
a group offering global ser- 
vices to compete with Tele- 
fOnica, the dominant domes- 
tic operator. 

.Telecom Italia yesterday 
confirmed its interest in Air- 
tel but declined to give fur- 
ther details. Analysts believe 
the operator wants to 
acquire a 10.8 stake in Airtel 
owned by Acciona, a domes- 
tic construction group. 

Telecom Italia's designs on 
Airtel are backed by the 
power group Endesa, Its 
partner in the Retevisidn 
venture and a leading share- 
holder itself in Airtel, and by 
Banco Central Hispano, the 
big commercial bask. BCH 
has an option to buy 10 per 
cent of Hefeviadh 'and it 
heads a shareholder syndi- 
cate with. Endesa that con- 
trols 4L3 . per cent of Aixtel's 
equity. .... 

BT controls' 15.8 per cent 
of AirteLlt hopes the mobile 
.operator will become the cor- 
nerstone of BTs business in 
Spain following the UK 
group's decision to sever an 
alliance established with 
Telefonica last year. BT 
plans to build Airtel, which 
services a third of domestic 
cellular phone users, into an 
integrated telecoms opera- 
tion. 

The strategy would be 
derailed should Telecom 
Italia acquire Acciona’s 
equity in Airtel. 

. BT was said yesterday to 
be discussing an informal 
alliance with the US opera- 
tor AirTouch, which owns 
21,7 per cent of Airtel and is 
its technical partner, in 
order to fend off the Italian 
carrier. Analysts believe the 
two telecoms companies 
have also approached 
Acciona, and other minority 
Airtel shareholders, over the 
gate of their stakes in the 
mobile operator. 


Magna offer 
for Steyr ‘fair’ 


By Eric Frey bi Vienna 

Frank Stronach. the 
Austro-Canadian entrepre- 
neur, yesterday rejected 
calls to raise his controver- 
sial bid for majority control 
of Steyr-DaimJer-Puch, the 
Austrian automotive group. 

The chairman of Magna 
International told an Aus- 
trian magazine he would 
stick to his offer of SchSJSbn 
($274m) for the 67 per cent of 
Steyr and 50 per cent of 
Steyr's joint venture with 
Chrysler held by Creditan- 
stalt, the Austrian bank, 
unless the 1997 results 
turned out to be much better 
than estimated. 

"Our offer is fair, and we 
don't necessarily have to 
own Steyr," Mr Stronach 
said. 


He also said Magna had a 
legally binding agreement 
with Creditanstalt to buy its 
stake, but Creditanstalt 
immediately denied the 
assertion. The bank said the 
deal was still subject to 
approval by its supervisory 
board. 

Mr Stronach ’s comments 
suggested that Magna, which 
is based in Canada, will not 
enter a bidding war for Steyr 
against the growing number 
of suitors. 

Banking sources in Vienna 
confirmed Dana, the US car 
parts group, had approached 
Creditanstalt Borg Warner, 
another US automotive 
group, has already opened 
preliminary talks with the 
bank, as has the German 
investor group GSM and 
Hannes Andrasch. a former 



Voyager: assembly of Chrysler mfc w a n s "m Graz Is Steyr’s most profitable business 


finance minister and Credi- 
tanstalt chief executive. 

Mr Stronach 's offer is 
based on valuations by the 
accounting firms KPMG and 
Deloltte & Touche, but Steyr 
is believed to be worth more. 

Creditanstalt, a subsidiary 
of Bank Austria, has given 


day to present firm offers for 
Steyr, but it may extend this 
deadline. 

Magna's rivals face an 
additional hurdle as Chrys- 
ler has the right to block any 
change in Steyr's ownership. 

The Steyr issue has 
become an embarrassment 


Austria c hairman who Is 
close to the ruling Social 
Democratic party and sits on 
Magna'B supervisory board. 

The opposition Freedom 
party yesterday called for a 
parliamentary investigation 
into the sale and pointed to 
the large state subsidies that 


the parties until next Tues- for Gerhard Randa, the Bank Steyr received in the past 


Sulzer restores dividend after two years 


ByffiffiamHafl 
in Zorich 

Sulzer, one of the grand old 
names of the Swiss engineer- 
ing industry. Increased its 
net income after minorities 
by 161 per cent to SFr214m 
($14 4m) in 1997. 

It signalled its return to 
health by raising its divi- 
dend by two thirds, to SFr20 
a share. 

The restoration of the divi- 


dend to its 1994 level follows 
two tough years when Suk- 
er's net income fell from 
SFrl95m to a low of SFrS2m 
in 1996. 

A large part of the 
improvement reflected a 
SFr96m drop in operating 
losses at Sulzer RQti. its 
weaving machine business, 
and at Sulzer Infra (plant 
and building services). Total 
group return on equity 
improved from 5.4 per cent. 


to 9.0 per cent, which is still 
0.2 per cent below the 1994 
leveL 

The group's results were 
also boosted by a SFr87m 
jump in the operating profits 
of Sulzer Medica, its medical 
technology business which 
was floated on the stock 
market last year at SFr350 a 
share. 

Snlzer Medica reported 
that fourth quarter sales had 
risen by IS per cent and full 


year sales, after adjusting 
for currency effects, rose by 
10 per cent to SFtL4bn. 

The 1996 results had been 
depressed by litigation costs 
and after adjusting for these 
charges, Sulzer Medica's 
operating income after good- 
will amortisation rose by 10 
per cent in 1997. 

The company increased 
spending on research and 
development by 36 per cent, 
to SFrl44m, and has 


announced a SFr4^G a share 
dividend. 

Sulzer Winterthur, which 
in terms of capital employed 
is the group's second biggest 
business, raised operating 
income by 7 per cent to 
SFr63m despite a 11 per cent 
fall in sales to SFrlbn. 

By contrast, .operating 
profits at Suhser Roteq 
(pumps and compressors > 
stagnated at SFr40m despite 
a 9 per cent growth in sales. 


NEWS DIGEST 


BANKING 


Investors block sale 

of failed Slovakian bank: 

Slovakia's cental bank yesterday tailed to persuade shareholders 
of Investfcna a Ftazvojova Banka (1RB) to put the failed bank, . 
which la the country's third largest," up for sale. 

The central bank had proposed that the assets of IRB should 
be transferred to a new bank which would be sold, allowing the 
rump to be liquidated with the proceeds. 

However, the steelworks VSZ, the country’s largest company 
and which Indirectly controls more than 40 per cent of the shads, 
blocked the proposal at an extraordinary meeting. 

The central bank is befieved to be trying to persuade Stovenska 
Poistovna, the state-owned insurance company, to Invest In IRB. 

It is being asked to raise the Ski bn ($29m) share capital by 
Sk500m to bring IRB up to the minimum legal liquidity and attract 
a foreign strategic partner. 

IRB announced yesterday a preliminary loss of Sk3.06bn last 
year, compared wfth a loss of Ski 2bn In 1996. 

Robert Anderson, Prague 

INSURANCE 


Tryg-Baltica to raise pay-out . 

Tryg-Baftica, Denmark's largest Insurance group, Increased net 
earnings from DKrl .D7bo In 1996 to DKr1.33bn ($l92m) last year 
and is proposing a more generous cBvtdend policy that would - 
eventually raise-foe pay-out ratio to between 25 and 40 per cent 
of net profits. - , 

For 1997, foe dividend will rise from DKr15 to DKiiS, takingjhe 
pay-out ratio from 15 to 18 pa 1 cent of net profits. A subscription 
Issue will Increase share capital from DKr400m to DKrl bn. Earn- 
ings per share for the period rose from DKr55 to DKr65 and “ 
return on equity from 16.8 to 18.1 per cent 
Hilary Barnes, Copenhagen 


CONSTRUCTION 


Hochtief wins appeal 

Closer ties between Germany's two biggest construction groups 
grew more likely yesterday after a German court ruled Hochtief 
could raise Its stake In rival Philip Hotzmann. 

A Berlin appeal court overturned a judgment by cartel authori- 
ties that had blocked Hochtief from increasing its stake in Hob*- 
mann from 24.9 per cent to 34.9 per cent 
But it was stlfl unclear yesterday whether Hochtief would go 
ahead with its planned Increase since the Berlin cartel authorities 
hove said they would challenge any rtifing by the appeal court 
that went against their earfier judgment. 

Graham Bowley, Frankfurt 


FORESTRY 


Enso in Asian talks 

Enso, foe Finnish forestry group, Is in talks with potential partners 
in south-east Asia over collaboration in fine paper production. 

The company said possible partners Included Advance Agro, foe 
Thai pulp and paper group. It did not comment on how the dis- 
cussions were progressing. 

Enso said it wanted to boost profitability in its fine paper 
operations. Greg Mchror, Stockholm 


VNU sees further growth 


By Gordon Cramb in Amsterdam 


VNU, the Patch consumer 
and business publisher, 
expects farther growth this 
year, after boosting 1997 net 
profits 26 per cent to 
FI 3952m ($195m). 

The group is to change the 
way it writes off goodwill, 
which wfQ help it digest its 
FI 42bn acquisition of World 
Directories. The takeover 
brought the former unit of 
ITT of the US into the group 
a month ago. 

The FI 2.4bn goodwill 
involved is to be capitalised, 
with write-offs over 30 years. 
VNU, which had previously 
taken such charges in the 
initial year, said the shift 
brought it into Line with 
other media companies such 
as Wolters Kluwer. 

Joep Brentjens, chairman, 
said the company had no 
ambition to tie up with Wol- 
ters, whose planned merger 
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with the Anglo-Dutch Reed 
Elsevier was abandoned this 
month. 

VNITs growth last year 
was strongest in professional 
information. Operating 
income from the business 
information division in the 
LIS was 42 per cent ahead at 
FI 203m, while the FI Sim 


contributed by its European 
counterpart was up 53 per 
cent. 

Professional information, 
which includes educational 
publishing, made up 48 per 
cent of the FI 5732m in oper- 
ating profits, on 42 per cent 
of sales. Revenues were 
FI 322b n. a 16 per cent rise. 

Advertising, the biggest 
revenue category, was 16 per 
cent higher at FI l.albn, 
buoyed by the recruitment 
market. But database ser- 
vices generated the strongest 
increase, up 36 per cent to 
FI 605m. 

The World Directories deal 
followed FI 708m in acquisi- 
tions completed last year. 
The sale of its interest in 
Automated Catalogue Ser- 
vices meanwhile brought an 
extraordinary gain which 
left attributable profits at 
FI 418.9m against FI 321.6m. 
The annual dividend is 70 
cents, up from 55 cents. 


Container merger lifts Nedlloyd 


By Gordon Cramb 


Shares in Nedlloyd jumped 
nearly 7 per cent yesterday 
on results from the Dutch 
^transport group which 
showed the benefits of hav- 
ing merged its container 
shipping division with that 
of Britain’s P&O. 

Net profits reached FI 72m 
($35 Jim) last year, up from 
FI 49m, on a 7 per cent rise 
in revenues to FI 3.46bn. The 
turnover figure excludes the 
$3.67bn revenues at P&O 
Nedlloyd Container Line, 
which were down from the 
pro forma $3.61 bn recorded 


for the two then-separate 
maritime businesses in 1996. 

P&O Nedlloyd achieved a 
maiden operating result of 
$73m compared with a pro 
forma $19m. A further $5m 
was generated by its stake in 
Europe Combined Terminals 
flSCT), the Rotterdam port 
handler, but this holding 
was shifted back to Nedlloyd 
itself at the year-end for a 
payment of SiOOm. 

The group surprised the 
industry yesterday by saying 
it wanted its own terminal 
in Rotterdam, the world's 
busiest port, it has until now 
been a large customer of 


ECT, which has been 
expanding to meet growth in 
demand. 

ECT is owned in equal 
30.56 per cent shares by Ned- 
Dayd as well as Intematio- 
Miiller and Pakhoed, two 
other leaders in the Dutch 
transport sector. The 
remainder is held by the 
state railways. 

Nedlloyd is meanwhile 
seeking partners to aid the 
growth of its land transport 
activities within Europe. 
These were likely to involve 
minority equity links or 
joint ventures. 

“We want access to distri- 


bution networks." said Leo 
Be rad sen. Nedlloyd chair- 
man. He identified Germany 
as a market where it needed 
to expand. Operating profits 
from land transport more 
than trebled to FI 54m from 
FI 17 m. 

P&O Nedlloyd said savings 
from the merger were run- 
ning at S200m. It announced 
orders for five vessels, to be 
built by Kvaemer and Aker- 
MTW. These will be 
deployed in the Grand Alli- 
ance of shipping groups to 
which It signed up last year. 

Nedlloyd is paying a main- 
tained dividend of FI 1.25. 


Higher margins help lift Eni 


By Pam Betts hi MBan 

Eni, the semi-privatised 
Italian oil and gas group, 
yesterday reported prelimi- 
nary 1997 figures showing a 
14.6 per cent increase in net 
income from L4.451bn in 
1996 to L5,100bn ($2^5bnL 

The group's shares rose 
2J34 per cent on the Milan 
stock exchange before the 
pr eliminar y earnings figures 
were issued. 

The rise in profits was in 
fine with analysts' forecasts 
of about 15 per cent 

Market attention has 
become increasingly focused 


on Eni because of expecta- 
tions that the Italian trea- 
sury will float a fourth 
tranche of Em shares this 
year - perhaps as early as 
the summer - to raise about 
LlO.OOObo. The share sale 
will see the government's 
stake in the group fall below 
50 per cent 

The Italian government 
has already raised about 
L2&500bn from the sale of 
Eni shares. It currently 
holds a 51.33 per cent stake. 

Group sales rose 52 per 
cent to L80,700bn last year 
and the capital structure 
etrontrthpned with a 


reduction in net debt of 
L3,000bn to L15^00bn at the 
end of December, compared 
with US,50Qbii at the end of 
December 1996. 

Eni’s average daily hydro- 
carbons production topped 
the lm barrels of oil equiva- 
lent Ihoe) level for the first 
time, and proven reserves 
rose B.5 per cent to more 
than 5bn boe. 

The group attributed the 
L600bn rise in net profits to 
a 7.4 per cent improvement 
in operating income from 
higher oil and gas sales, 
higher margins, the reduc- 
tion in fixed costs from dis- 


posals and rationalisation 
amounting to about L500bn, 
and the application for the 
first time in 1996 of new 
international accounting 
standards. 

The rise in profits also 
reflected a 53.5 per cent 
decline in net financial 
expenses as a result of the 
reduction in average net 
debt and lower domestic 
interest rates. 

Eni is pursuing its strat- 
egy of disposing of non core 
assets and yesterday 
launched the sale of its Agip 
Motel chain involving 17 
hotels. 



Representing the Hungarian chemical industry, TVK is an active player in the global market of plastic 
products. To TVK, the term "fiiture" means that the company's development should minimize the 
chance of possible harm to the environment The company has had its Environment Management 
System audited in accordance with ISO 14001; the system shall be controlled by TUV Rheinland 
annually. We are proud to be among the first companies in Europe to have devoted ourselves to the 
issue of "tomorrow", which is reflected by our recently acquired certificate. 
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INDUSTRIAL CONGLOMERATE RESTRUCTURES 


COMPANIES & FINANCE: UK 

ATTEMPT TO LIFT FLAGGING SHARE PRICE BY SETTING UP OFFSHORE PRIVATE EQUITY FUNDS 


I Wassail plans investment fund move 


By Roger Taylor 


Wassail, the conglomerate, 
yesterday attempted to 
restore its flagging share 
price by reinventing itself as 
a new type of corporate ani- 
mal - half Industrial com- 
pany, half investment fund. 

But the plan met with a 
sceptical response from the 
stock market. The shares 
lost 38 p to dose at 3S8Hp. 

Analysts, who had been 
hoping to hear news that 
Wassail had invested its 


cash pile of more than £300m 
(9600m), were instead told 
that the company planned to 
set up and invest in offshore 
private equity funds which 
would also raise money from 
outside investors. 

The new funds will be 
modelled on the success of 
private equity funds man- 
aged by Nomura, the Japa- 
nese stockbroker, and ven- 
ture capital groups such as 
Cand over 

The directors plan to cut 
their own salaries by up to 


30 per cent and to cancel 
their ex i tin g bonus scheme. 
Chris Miller, chief executive, 
is expected to see his remu- 
neration cut in half as a 
result 

To compensate, a profit 
sharing scheme will be 
established under which 
managers and shareholders 
will benefit from success 
fees on the new investment 
funds. 

Mr Miller said that the 
reinvented Wassail would 
provide a unique opportu- 


nity to invest in an experi- 
enced industrial manage- 
ment team running a lever- 
age management buy-out 
fund. 

However, analysts ques- 
tioned whether anyone 
would be interested. “I won- 
der what sort of appetite 
there will be for this type of 
company?" asked Andrew 
Hollins of Dresdner Klein- 
wort Benson. 

Mr Miller said he had pres- 
ented the company's plans to 
its largest shareholders who 


had been broadly sympa- 
thetic with bis aims 
although there had been nu 
commitment to remain 
invested. He said they appre- 
ciated that the new structure 
would align managers inter 
ests with those of investors. 

Wassail is the latest in a 
tong line of conglomerates to 
restructure themselves In 
the face of investor antipa- 
thy to diversified businesses. 
Most, like BTR, Hanson and 
Williams, have turned them- 
selves into focused busi- 


nesses in line with current 
management fashion. 

Wassail also announced 
results for 1997 which 
showed an 18 per cent rise 
the profits of the underlying 
businesses. The sale of Gen 1 
eral Cable for JM63ra led tc 
an exceptional gain of E276m 
which lifted pre-tax profits 
to £331. Tm (£53.1 m). How 
ever, the disposal meant • 
fall in underlying earnings 
per share to 37.8p (43.lp). 


See Lex 


Kingfisher surprises with upturn 


— By Robert Wrigtt 


Kingfisher, the retail group 
which owns Woolworths, 
Comet and B&Q, yesterday 
lifted some of the gloom sur- 
rounding UK retailing stocks 
with annual pre-tax profits 
□p 34 per cent to £520. 5m 
(5869m), £40m higher than 
had been expected. 

Kingfisher's shares rose 
50p to £10.39% on the results, 
which were helped by a par- 
ticularly strong performance 
from B&Q. the DIYchain, 
where like-for-like sales rose 
12.6 per cent B&Q's operat- 
ing profits rose 66 per cent to 
£162m on sales up 20 per 
cent to £L.75bn in the year to 
January 31. 

The figures prompted ana- 
lysts to upgrade their profit 
forecasts for the year to Jan- 
uary 1999 by about £20m to 
£570m. 

Sir Geoffrey Mulcahy, 
chief executive, said the 
group was building strong 


number one or two positions 
in its main markets. 

He also said Kingfisher 
would be Interested in doing 
a deal to move into a new 
country. However, this was a 
statement of strategy rather 
than a signal a purchase was 
imminent. 

The falling off In con- 
sumer sentiment noted by 
other retailers was felt by 
parts of Kingfisher, particu- 
larly Comet, the electrical 
retailer. Sir Geoffrey said 
sales growth at Comet 
stowed to 2JJ per cent in the 
second half, excluding the 
January sales. Nevertheless, 
the chain saw operating 
profits rise 65 per cent to 
£33. 4m on sales up 17 per 
cent to £820m. This was in 
spite of a sharp downturn in 
demand for electrical goods 
in all of the second six 
months, except for the Janu- 
ary sales. 

At Woolworths operating 
profits rose 25 per cent 


to £105- lm on turnover up 
&3 per cent to £l,66bn. 

Analysts said Comet's 
smaller presence in the diffi- 
cult personal computer mar- 
ket had lessened its expo- 
sure to a market downturn 
which prompted Dixons, its 
rival in the electrical goods 
sector, to issue a profits 
warning in January. 

The only main divisions 
acting as a brake on pr ofi t s 
growth were Superdrug, the 
cosmetics chain, and Darty, 
the French electrical 
retailer. 

Operating profits at Super- 
drug feD to £4 lm (£42L4m) on 
turnover up to £749m 
(£685m). Like-for-like sales 
rose 6.8 per cent but profit- 
ability was hit by invest- 
ment in refitting stores. 

At Darty. operating profits 
fell to £107m (£113m) in ster- 
ling terms, on turnover 
down to £1.03bn (£i.l4bn). 
However, in French francs 
profits were up 12 per cent 



Sir Geoffrey Mulcahy: buikSng strong positions 


Malcolm Watson 


on turnover up 7.3 per cent. 

Tbe group also announced 
that it was proposing a 
2-for-l share split 
Tbe company is on a for- 
ward p/e of about 17% times, 


a slight premium to the mar- 
ket The rating is being held 
back by fears Kingfisher 
might spend heavily on an 
International acquisition, 
analysts said. 


PacifICorp 
steps up 
bid battle 


PacifiCorp. which is battling 
with Texas Utilities to buy 
Energy Group, yesterday 
stepped up its campaign to 
have its US rival's £4.45bn 
bid referred to tbe Monopo- 
lies and Mergers Commis- 
sion, writes Andrew Taylor. 

It believes that Energy 
shareholders would prefer to 
accept the certainty of Pad- 
fiCorp's latest offer rather 
than await the outcome of 
another MMC probe. Richard 
O'Brien. PacifiCorp’s chief 
financial officer said the 
Texas offer “raised issues 
about the strategic rationale, 
financia l strength and cus- 
tomer benefits which should 
be urgently reviewed by the 
UK regulatory authorities.” 

PacifiCorp. he said, had 
already undergone detailed 
scrutiny on these issues and 
had “passed those tests". 

Texas, which does not 
expect hear until next 
month whether its offer has 
been referred for investiga- 
tion, last night dismissed 
PacifiCorp’s criticisms. 
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Gartmore 

changes 

investment 

approach 


By Jane Martinson 


Gartmore. one of the UK's 
largest pension fund manag- 
ers. is to shift away from its 
traditional investment 
approach in a move under- 
lining the increasing attrac- 
tion of index-tracking pen- 
sion funds. 

The company, one of the 
largest fund managers in the 
UK with £51bn ($S5bn) of 
assets, has grown through 
the popularity of its “bal- 
anced" mandates in which 
fund managers have discre- 
tion over stock selection and 
asset allocation. But after 
years of underperformance it 
will now' combine this 
approach with index track- 
ing. where managers track 
stock market indices. 

The changes, together 
with organisational changes, 
have prompted the depar- 
tures of three senior fund 
managers. Gartmore. which 
has suffered several client 
defections in the past year, 
is also to appoint a new head 
of portfolio management. 

Although the balanced 
approach has been dominant 
in the UK, relatively poor 
returns by tbe largest groups 
have led pension fund trust- 
ees to consider alternatives. 
Opinions on active or pas- 
sive fund management poli- 
cies were sharply divided at 
the opening session of the 
annual conference of the 
National Association of Pen- 
sion Funds yesterday. Last 
month Watson Wyatt, a lead- 
ing pension fund consultant, 
said it would advise clients 
to adopt a combination of 
approaches. 

Gartmore has only offered 
an index tracking product 
since it was taken over by 
National Westminster Bank 
two years ago. David Watts, 
chief investment officer, said 
about 40 per cent of funds in 
new “specialist balanced” 
mandates would be matched 
to stock market indices. 

Roger Ward and Jeremy 
Wells are to leave, while 
Mark CrutchJey declined a 
job he was offered in the 
new structure. 



Kingfisher 


Many businessmen talk u 


great game, but fail on 


SerTsir Geoffrey tt* 
cahy of Kingfisher is that 
Sre bird who achieves tte 

reverse. It was not. of couisa 

always this way. Back in 
1995. the figures were uncom- 
fortably in tune with the 
stumbling rhetoric, and the 

conglomerate structure 

looked unconvincing'- Yester- 
day’s sparkling :fipW ' 
confirmation, though, of Use 
impressive recovery Sir 
Geoffrey has since fashioned. 
An easier competitive envi- 
ronment has helped, partjcu- 
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also explains tbe tumrmum *■*. too late to be a buyer, 
shares' impressi ve run. t sb0U ],i achieve superior. 

risk is that shrinking 




F^nch economy, should more than compensate. 


UK casinos j _ 

Long among the most heavily regulated gaming fodu^ 
in the world, the UK's is now one of the 
as well. Tucked away in an appe^x to 
Increase in the top rate of gaming duty from 33/» per .cem to 
40 per cent has sent casino operators 
levied on individual casinos’ takings, the hardest hit be 
the owners of the 21 large London casinos which ^>5^*80 
per cent of gaming duty. Shares in London Clubs and 
Capital Corporation have divebombed - by liT per _cmt and 
11 per cent respectively- In London Clubs case this m ay be 
underdone: it stands to lose nearly a third of pre-tax profite- 
Even so. few should shed tears. Despite the hit, London 
dubs will still achieve 12-13 per cent post-tax returns, above 
its cost of capital. So the chancellor will be unlikely to heed 
pleas to rescind the tax. The best casinos can hope for are 
measures to deregulate the sector by allowing advertising, 
group rather than just individual casino membership and 
the introduction of casino-style slot machines. Otherwise, 
groups should focus on overseas markets where taxation is 
less ferocious. 


Soros sells stakes 
in Lloyd’s groups 


By Christopher Adams 


George Soros, the hedge 
fund manager, has disposed 
of several stakes in compa- 
nies active in the Lloyd’s of 
London insurance market 
Mr Soros* Quantum Fund 
is thought to have sold U.5m 
shares in Benfield & Rea 
Investment Trust (BRIT), a 
stake of about 7 per cent 
The disposal leaves him with 
a residual holding of about 2 
per cent 

Analysts said Mr Soros, 
who has built up stakes In 
Lloyd's investment vehicles 
in the past two years, 
appeared to be quitting the 
sector after share prices 
improved recently. 

Most of the Lloyd's invest- 
ment trusts were set up 
when the insurance market 
opened its doors to corporate 
capital. While they have 
enjoyed good returns from 
several years of highly prof- 
itable underwriting, the 
shares of those that have not 


cemented ties with under- 
writing agents have suffered. 

The outlook for future 
underwriting profits is bleak 
after a sharp slide in com- 
mercial insurance premium 
rates worldwide. 

Quantum has also sold 
5.6m shares or 2 per cent of 
Limit, the biggest corporate 
backer at Lloyd's, and 
664,800 shares in Finsbury 
Underwriting, the “spread” 
investment trust. It no lon- 
ger owns shares in either. 

BRIT has invested in a 
range of funds supporting 
business at Lloyd’s. It has 
been pressing for action to 
remedy the performance of 
share prices in the sector. 

Finsbury and Limit have 
recently moved to 
strengthen ties with under- 
writers. 

Mr Soros has retained 
holdings in two other 
Lloyd's investment compa- 
nies, Angerstein and CLM, of 
which he owns 7 and 8 per 
cent respectively. 
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The Board of Directors of TOTAL, chaired by Thierry Desmarest, met on March 17, 
1998 to review the 1997 consolidated financial statements and to close the 
accounts of the parent company, TOTAL S.A. 


■ NET INCOME INCREASED BY 35 PERCENT 

■ EARNINGS PER SHARE 31.0 FRANCS (+32%) 

■ CASH DIVIDEND SET AT 13.0 FRANCS (+24%) 


The final results for 1997 were in line with 
estimates released by the Board following its 
meeting on January 27, 1998. 
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Proposed dividend 


31.0 
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The Board of Directors of TOTAL, 
after dosing the accounts, decided 
to propose at the Annual General 
Meeting on May 13, 1998 a 
dividend payable in cash of FF 13 
per share, an increase of 24% 
compared to the 1996 dividend. 
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Associated with this dividend will 
be the avoir fiscal tax credit in 
tiie amount of FF 6.5 per share. 


Key figures 

■ Sales (MF) 

■ Operating income IMF) 

■ Net income (Group share) (MF) 

■ Net earnings per share (francs) 

■ Net debt-toequlty ratio 

■ Return on equity 

■ Cash flow (MF) 

■ Gross investment • segments (MF) 
Business segments 

■ Hydrocarbon production (boe/d) 

■ Refinery throughput** (b/d) 

■ Refined product sales** (b/d) 

■ Chemicals sales (MF) 
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1996 


191,088 176,577 
13,623 10.212 


7,611 

3U> 

2835 

22.7% 

19590* 

20,036 


5,646 

23.5 

18.3% 

10.25% 

15.413 

16,041 
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Self-help targets revised upwards 

In 1997, the Group announced a plan to increase operating income, given a constant 
environment, by FF 4.0 billion between 1997 and 1999 through growth aid productivity 
gains. Based on 1997 results and the medium-term outlook. TOTAL has revised the 
plan upwards, setting a new target of FF 4.8 billion (+2096) of which 2.0 billion FF 
will come from productivity gains and 2 £ billion FF win come from growth in activities. 
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AMER GROUP PLC 


NOTICE TO AMER GROUP PLC'S SHAREHOLDERS 


On 18 Decamber 1997, the Boards of Directors of Amur Group Pfc (Reg. No. 
116.6981 end Its wfKrtY-owned subsufianes Mermas Qy tfteg.No 179.120). 
Aimnalo Autoprint Oy Korvuhaka (Rog.No. 509594), PorUulan Auto Oy 
(Reg.No. 264.01 9| and Moanarufem Luatn 0y (Heg.Na. 140.9951 approved 
and undersigned plans to merge tee above subsidiaries with Amer Group 
He. The purpose of these mergers is to achieve savings m admristrativa 
costs. No consideration will be pad in connection wiih tee mergers, and 
no change to Amer Group He's Articles of Association is requwed. 

TTw merger agreements, complete »te explanation a and enclosures m 
compliance with the Companies Act. aie available (or inspection by 
shareholders ai Amer Group Pic's headquarters, Maketimkatu 91, 00610 
Hctenk), as from today. Sharahakfas can request copies ol these documents 
either by writing to tee above address or hy tetepfconmg Ms Miqa Vatanen 
on +358 9 7257 8261. 

A shareholder who requests, m accordance with Chapter 14, Section 9:3 
ol tee Companies Act. teat tee merger agreement should be approved by 
an Extraordinary General Mooting, shall present his request in writing lo 
Aiw Group Pic's hoadquartes at tee above adAess by Sunday, 19 April 1998. 


Amer Group Pic 
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Join the increasing number of companies who 
rely on Interactive Data to provide the 
measure of the global market in equity and 
fixed income, pricing, dividends, corporate 
action, and descriptive information. Our 
attention to timeliness, accuracy and 
reliability in supporting securities operations, 
fund pricing, research and portfolio 
management is known the world over. 

As part of Financial Times Information, 
one of the world ’s leading sources of news 
and information, our global reach is second 
to none. 


THE MEASURE OF THE MARKET. WORLDWIDE. 


Call 781-687-8670 or visit www.intdata.com 
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Prices edge higher ahead of data releases 


GOVERNMENT BONDS 


By Vincent Boland in London 
and John l abate bi Hew York 

-Bond markets ended a quiet 
day’s trading broadly higher^ 
with investors showing little 
enthusiasm either to sell or 
buy ahead of a busy few 
'-days of economic data, 
starting with today's release 
of US inflation figures, and 
reports on European mone- 
tary union. 

Speculation that Robert 
Rubin, US treasury secre- 
tary. had resigned was 
scotched but briefly unset- 
tled the markets. Trading 
volumes in both the cash 
and futures markets was 
very light, although the sen- 
timent remained generally 
positive. 

The credit rating upgrades 
by Moody’s of six potential 
participants In European 
.monetary union were also 
noted, but analysts said the 
move was unlikely to have 


an immediate Impact on the 
market 

It underpins the idea that 
Emu is an improving credit 
story but its impact on the 
debt markets will be limited 
because the sentiment is 
already priced in," said Phyl- 
lis Reed at Barclays Capital. 

More important will be 
next week's Emu-related 
reports from the European 
Monetary Institute, the 
European Union and the 
Bundesbank, which are 
likely to be the definitive 
versions of official attitudes 
towards the euro. 

They are not expected to 
contain any real surprises, 
but one Italian newspaper 
reported yesterday that the 
European Monetary Insti- 
tute, forerunner of the Euro- 
pean central bank, had 
doubts about Italian 
membership. 

However, ITALIAN BTPs 
shrugged 'off the report, tak- 
ing their cue instead from a 
rise in eurolira rates and a 


cut in Portuguese interest 
rates. The June future hit a 
new contract high of 119.44 
before settling at 119.33, up 
017. but activity was thin. 

With BTPs already dis- 
counting every possible 
piece of good oews on Emu, 
Ms Reed suggested the mar- 
ket remained exposed if 
there were any hidden time- 
bombs in next week's 
reports. 

“Italy looks vulnerable 
moving into next week. The 
upside is very limited and 
the downside is quite size- 
able.” she said. 

SPANISH BONOS barely 
moved ahead of a holiday 
today that many partici- 
pants have turned into a 
long weekend. The June 
bono future settled 0.18 
higher at 109.20. 

GERMAN BUNDS man- 
aged a small gain as activity 
ebbed before today’s publica- 
tion of the Ifo business confi- 
dence report, which analysts 
said could leave short-dated 


EIB to raise £500m 
with ‘gilt surrogate’ 


INTT^Rf^TI ONAL. BONDS 

By Samer kskandar 

The European Investment 
Bank seized the opportunity 
of a rising UK gilt market 
yesterday morning to launch 
Its longest ever sterling- 
denominated bond: £50Gm of 
30-year paper. 

The Issue was the latest of 
the EIB’s so-called "gilt sur- 
rogates", bonds with a struc- 
ture gimflar tO an printing 

gilt issue. Bankers said the 
deal would Increase liquidity 
at the long end of the ster- 
ling yield curve. 

"Until now, the 6 per cent 
gilt of 2028 offered the only 
opportunity to buy duration 
in sterling," said Barclays 


WORLD BOND PRICES 


Capital, joint lead manager 
with Goldman Sachs. "And 
the gilt^is only £2bn in size." 

The - EIB deal met strong 
demand nn| i was increased 
by £100m to £500m. "With 
the budget out of the way 
and a comfortable level of 
oversubscription, we felt 
safe in recommending an 
increase," Barclays said. 

Other borrowers capitalis- 
ing an the rally in gilts were 
HALIFAX, the UK bank, and 
GECCr the fina-nring arm of 

General Electric of the US. 
The latter added a £S0m 
tranche to an o-rfgHng eivswi 
issue nf five-year bonds. 

Elsewhere, Deutsche Mor- 
gan Grenfell launched 
Ecu200m of structured notes 
with a credit component. 


The deal, called EMERGING 
MARKETS CAPITAL PRO- 
TECTED INVESTMENTS, 
carries a 9 per cent coupon, 
which is subject to event 
risk linked to the sovereign 
creditworthiness of Argen- 
tina, Brazil and Russia. This 
means coupon payments own 
vary if one of these borrow- 
ers defaults on its debt. 

However, the principal 
repayment is guaranteed by 
collateral consisting of zero- 
coupon bonds from Deutsche 
Bank. 

• Cades, the French state- 
backed entity set up in Janu- 
ary 1996 to manage the 
social security system’s 
accumulated debts, is to 
launch a new programme of 
euro-fungxble bonds. 


yields looking a bit overex- 
posed. The June future set- 
tled just 0.09 higher at 107.76. 
with fewer than 200,000 con- 
tracts traded on the Deut- 
sche Terminborse by late 

afternoon. 

The underlying tone 
remained positive, though, 
with no sign of investors 
selling the market after its 
recent surge and current 
lulL 

“I find it surprising that 
nobody is taking profits. 
German investors are still 
big buyers of the long end - 
not just in bunds but also 
pfandbriefe - because they 
still need yield." said Heinz 
Gimasekera, at UBS. 

Although technical factors 
suggested a small correction 
was possible, “nobody is 
willing to sell the market at 
t hpgp levels", he added. 

UK GILTS made up some 
of the losses they Incurred 
following Tuesday's Budget 
after data on earnings a nd 
retail sales suggested there 


would be no interest rate 
rise next month. Rises in 
both were weaker than 
expected and should 
“reverse much of the dam- 
age done to the rates have 
peaked’ view by fthej Bud- 
get," said Jonathan Loynes. 
at HSBC Markets. 

The June gilt future rose 
g to settle at 108%. with 

110,000 contracts traded on 
Liffe. Short sterling futures 
also jumped after the figures 
were released, implying 
interest rates by the end of 
1998 would be 25 basis points 
lower than now. 

US TREASURIES were 
mostly a little higher as 
traders awaited the release 
of the Federal Reserve's 
"beige book” report. By early 
afternoon the 30-year bond, 
the benchmark of long-term 
interest rates, had risen £ to 
103'/«, sending the yield down 
to 5391 per cent. 

Shorter-term issues were 
mixed. The two-year note 
was unchanged at 100, yield- 


ing 5.498 per cent, while the 
10-year note was up & to 
99£. yielding 5.557 pe r cen t. 

David Glng. market strate- 
gist at Donaldson. Lufkin & 
jenrette, said the report 
would most likely have a 
positive to neutral effect on 
US Treasury trading 
because, if it did not include 
a clearer outlook for Asia, he 
expected the market would 
shrug it off. 

“They’re looking for any 
evidence that the Asian situ- 
ation is going to slow the 
economy. If they did see an 
impact from Asia, that could 
give the market a boost," Mr 
Ging added. 

As well as the consumer 
price index data, new figures 
on trade are also due to be 
released today. 

The consensus among ana- 
lysts was that the overall 
CPI figure for February 
would rise 0.1 per cent and 
that the core CPL excluding 
food and energy, would 
climb 0.2 per cent 
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The launch of the first 
tranche, denominated in 
French francs, is believed to 
be imminent. Future 
tranches will carry an identi- 
cal coupon, yet to be set and 


will merge into a single 
issue after redenomination 
in euros, the single Euro- 
pean currency, next Janu- 
ary. The issues will have an 
October 2012 maturity. 


J. P. Morgan was 
appointed global coordina- 
tor of the programme. Credit 
Agricole Indosuez will be 
joint lead manager of the 
French franc tranche. 


Positive view 
on Emu from 
Moody’s 


By Edwaid Luce 


The decision by Moody’s to 
upgrade the country ceilings 
of six European countries to 
Aaa in advance of monetary 
union will come as little sur- 
prise to the markets. 

The move, which would 
technically allow companies 
and banks in the affected 
countries to achieve Aaa rat- 
ings. affects Belgium. 
Ireland. Finland, Portugal. 
Italy and Spain. 

"In practice, we don’t see 
many banks or companies 
that will be immediately 
affected," David Levey, 
co-head of sovereign ratings 
at Moody’s, said yesterday. 
“But in the long run this 
will have an effect on some 
municipalities and one or 
two companies in these 
countries." 

More significant. Moody s 
said the move reflected, the 
fact that the euro zone 
would boast a currency with 
the equivalent strength - 
nnrf eventually, the prestige 
- of the US dollar. 

“An Aaa sovereign ceiling 
is warranted because these 
U countries would together 
represent a massive net-cred- 
itor monetary bloc vis-a-vis 
the rest of the world," the 
agency said. “Beyond that, 
the monetary bloc would 
aigf> represent a very stable 
political environment with a 
very strong institutional 
framework." 

On individual ratings, 
Moody’s said there was some 
merit in simply treating gov- 
ernments in the same way as 
sub-national units in federal 
systems like the US. Canada 
or Australia. However, it 
added that the European 
Union would remain "less 


federal" than its counter* 
parts for the time being, 
because countries would - 
retain almost total fiscal soy: 
ereignty under Emu. 

Nevertheless, Mr Levey 
said Moody’s would count 
the euro as the “d omest i c 
currency" of all Emu men* 
ijera. "We cannot d e fine the.' 
euro a s a foreign currency, 
because what would we then 
define as the local cur- 
rency?" he a^ 0 *- 

This approach contrasts 
sharply with that adopted by 
S tandar d & Poor’s, the other 
main US rating agency, and . 
Fitch-IBCA, the largest Euro- 
pean agency. Both have indi- 
cated that they v iew t he 
euro as a foreign currency, 
because Emu participants 
would have given up their 
ability to print money. 

Many bankers also adhere 
to this view. "When a gov- 
ernment gives up monetary . 
flexibility, its domestic debt 
acquires some of the charao- . 
teristics of foreign currency 
debt." said John Butler, 
chief fixed Income strategist 
at WestLB in London. 

Mr Butler also said 
Moody's “might be acting 
prematurely”, by assuming 
the political wiD to paxtici- . 
pate in Emu is going to 
translate into structural 
reforms, such as pensions _ 
reform and labour market 
liberalisation. 

“To cope with future eco- 
nomic shocks, a country 
needs more flexible labour . 
markets. Italy seems to be 
going in the other direction;" 
Mr Butler said. "Moody's Is . 
aware of the long-term con- 
straints on Italy’s ratings. 
But it seems to be giving 
more weight to the benefits 
of Emu than to the con- 
straints that come with it" 
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Dollar breaks through Y 130 barrier 


WORLD INTEREST RATES 


MAHK^ 

By Stawn taper and Richard 


The dollar broke stiff 
resistance to hold above 
Y13Q against the yen for the 
first tune in two months yes- 
terday, after traders decided 
that Japan’s latest economic 
stimulus package might dis- 
appoint just as its predeces- 
sors have done. 

The market seized on a 
comment by Taku Yama- 
saki, chief policymaker of 
the rul in g Liberal Demo- 
cratic Party, who said 
income tax cuts would not 
be part of the new panfcagp 
to be announced later this 
month. 

However, Mr Yamasaki 
also said that the package 
would not be worth “under 
YlO.OOObn”, a respectable 
size. He favoured public 
works spending, tax rebates 
and steps to dispose of 
banks' bad loans, rather 
than income tax cuts. 


Later the dollar stopped 
just above Y130 after Japa- 
nese officials warned that 
they might intervene against 
h~ Eisuke Sakakibara, vice 
finance minister for interna- 
tional affairs, repeated his 
recent mantra: “We will take 
decisive action in the event 
of excessive (yen) weak- 
ness." However, Mr Sakaki- 
bara declined to comment 
when asked whether the yen 
was now excessively weak. 

Hie dollar rose Yi against 
the yen and L2 pfennigs 
against the D-Mark to close 
in London at Y130.2 and 
DML826. 

New Zealand and Portugal 
both relaxed monetary pol- 
icy, the one prompted by the 
Asian economic crisis and 
the other by the approach of 
European monetary union. 

■ POUND IN NEW YORK 
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The New Zealand dollar 
fen sharply, hitting the Aus- 
tralian dollar, which later 
suffered from a new derifne 
in the price of gold. 

■ The pound's advance 
against the D-Mark yester- 
day was mysterious. There 
were three sets of soft UK 
economic data yesterday, 
which reduced prospects of 
further base rate rises. Janu- 
ary avenge earnings figures 
and February retail sales 
emerged tamer t han expec- 
ted, with downward revi- 
sions to November and 
December earnings. The 
earnings figure is crucial to 
the Bank of England's deci- 
sions on rates. Also, the 
decline In UK unemploy- 
ment slowed in February. 

Short sterling futures con- 
tracts, which had plunged on 
Tuesday, rallied somewhat 
yesterday as the prospects of 
rate rises declined. The Sep- 
tember 1998 contract gained 
10 basis points to 92.64. Bui 
Michael Wallace, senior cur- 
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rency economist at S&P's 
MMS in London, played 
down the importance of the 
economic data. He said mod- 
est average earnings seemed 
to be “postponing the inevi- 
table” rise, while the drop In 
February retail sales was 
logical, because prices had 
gone up after January’s very 
generous cuts. 

Sterling remains at nine- 
year highs against a trade- 


weighted basket of curren- 
cies, largely because the 
market decided that Tues- 
day’s UK Budget was less fis- 
cally tight than expected. 

The pound closed yester- 
day at DM3.052 to the 
D-Mark. 0.6 pfennigs above 
the level it hit after the Bud- 
get on Tuesday night 

■ New Zealand's central 
bank eased its Monetary 
Conditions Index target far 
more agg r essively than the 
market had expected. The 
country fears that the Asian 
crisis will dent its economy. 

Don Brash, governor of the 
Reserve Bank, said he was 
willing to accept a rise in 
Inflation to promote eco- 

■ OTHER CURRENCIES 
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nomic growth. The bank 
expects a current account 
deficit of 7.8 per cent of gross 

domestic product this year. 

The index target was cut 
from 650 to 500. The New 
Zealand dollar fell from 
$0.5825 against the US dollar 
to $045668. 

Inflation will be allowed to 
rise from its present 1.6 per 
cent to 2.1 per cent by June. 
The hanic estimated that this 
would permit economic 
growth totalling 6.6 per cent 
in the next two years. 

■ Portugal yesterday cut its 
key repo rate, its absorption 
rate and its emergency lend- 
ing rate by 20 basis points 
each to 4.7 per cent, 4.4 per 
cent and 6.4 per cent respec- 
tively. In the run-up to Euro- 
pean monetary union Portu- 
gal, Spain and Italy have all 
been gradually reducing 
interest rates to converge 
with lower German rates. 

The escudo Closed only a 
fraction lower yesterday at 
Esl02.4 against the D-Mark 
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DOLLAR SPOT FORWARD AGAINST THE DOLLAR 
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Simco: ready for the recovery 


SMCCs Board of Directors met on 
11 March 1998 to review the accounts 
for the financial year 1997 and the 
activities of the new group formed 
after the merger with the Compagnie 


The company accounts or SIMCO SA therefore 
include SIMCO before the merger, QPM and 
FINCOSA. 

Because of the timetable of the operation, and 
In accordance wtih the accounting rules, the 
consolidated accounts Tor Fiscal 1337 will 
incorporate the companies of the former QPM 
Group as hum Is July 1997. 

SIMCO COMPANY RESULTS 
FOR HSCAL 1997 

(in mOSons of franoj 1937 1996" 

(StoACO before 
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117 

Net result before tax 

44 

ESI 

Net profit 

44 

364 

Crib flow frail operations 

S32 

283 

Comparing these rtsuhs whh those from pre- 
vfoiis years requires caution and darifintion. 
In Tact, the new group is not simply a combi- 
nation of SIMCO and QPM, as CIPM carried 

our significant disposals in 1997, producing a 


sum in the region of FRF 12 thousand million, 
which has changed the bases of comparison. 

In respect of 1997, the following points should 
be noted: 

• the convertible debenture loan in the sum 
of FRF 2 thousand million, issued to finance 
the takeover of QPM. genera led financial 
expenses in the second pan of the year. 
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• the costs of the debenture issue, in the 
region of FRF 50 m, were posted with the 
costs Tor the fiscal yean 

• the kiss on the merger in the sum of FRF 
429 m is Included in the extraordinary 
charges; 

• finally, now that the market is more buoyanr 
with more visible and durable marker values, 
it seemed a good time to do a bufldtag-by- 
buUding analysis to show up any depreda- 
tion and la estimate bow durable It Is Dkdy 
lobe. 

For this reason a provision for the depreda- 
tion of the ncn-amortizaWe assets of the resi- 
dential and commercial property, whose total 
depredation represents more than IMb or net 
book value, was posted in ihr accounts in the 
sum of FRF 560 m. The calculation was based 
on the market value of the properties excluding 
stamp duty, as estimated by an expert The 
same rule was applied to the properties held by 
SIMCO property company subsidiaries produ- 
cing a total or FRF 89 m. 

After these measures have been laken into 
account the market value or the properties 
comes to FRF 11338 m, excluding stamp duty, 
for SIMCO post merger, and to FRF 14096 m 
for all the property companies wholly owned 
by SIMCO. Net capital gains amount to FRF 
WJ75 m tor SIMCO alone arid to FRF 7.277 m 
for all the buildings bdd by lhe group as at 31 
December 1997. 

REVALUED MET ASSETS 

The revalued net assets come to FRF 636 per 

share before tax. 

DISTRIBUTION: FRF 15 NET PHI SHARE 

Given the ambitions of the new group which 
wishes to position itself at European lewd, 
where It is already a leading player in hs own 
special Reid, and in order to provide the 
resources Tor future development, the Board 
has decided to propose a net dividend of FRF 
15 per share with a tax credit of FRF 7.50, 
giving a total return or FRF 22.50 for fiscal 
1997. compared with FRF 31.14 in 1996. 


Simco 

THE REAL ESTATE FOR RENT 


des ImmeuMes de la Plame Monceau 
and its subaefiary RNCOSA which took 
place last December and came into 
effect on 1st January 1997. The meet- 
ing was chaired by Georges MAZAUD. 


ACTIVITY 

While tenant mobility has continued to 
increase In the residential property sector, 
demand has remained buoyant and the total 
occupancy rate In December 1997 was 96.7qb. 
Yet again a slight improvement in rents on 
rrfttUng was recorded during the year. 

In the commercial property sector oITkc rritts 
have been satisfactory, both in terms of volume 
and In terms of rents which have stopped 
Tailing overall. As at 31 December 1997, rhe 
occupancy rate was dose to 9 IPIl 
Lastly, oaks of apartments have been high in 
all the programmes on the market and a total 
of 376 contracts have been signed. 

Given the 99% Increase in capital gains tax 
- on- the disposal of apartments, no new 
programmes were marketed during the 
second half of 1997. 

OUTLOOK 

Aher a year In which 5IMCO’s takeover or 
QPM c onfirmed its position as the leading 
_ property company on the Paris Sock exchange. 

SIMCO has become a company of reference in 
. l!** reSdemial property sector in the eyes or the 
.European financial markets. 

At a time when Europe is aba or to became a 
daily reality for private individuals and compa- 
nies. the Group possesses high quality real 
estate assets mostly m Paris and the Paris 
Region, as well as acknowledged know-how. 
in a Significantly improved economic environ- 
ment which has seen the recovery of the prop- 
erty markets, these positive features should 
enable it to confirm its position and to ensure 
satisfactory remuneration for its shareholders, 
overtime. 

This wm be achieved through the rise in the 
value of the assets, of which the OPM opera- 
tion was an important part, and by a divi- 
dend which acknowledges both the need for 
P»nnt*MIity and the need to expand the eom- 
pany's own resources. 
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BULLION GOVERNOR REFUSES TO IDENTIFY FIVE CENTRAL BANK BUYERS 


Belgian central bank sold $2.8bn of gold 


fly Kenneth Gooding, 

Mttang Correspondent 

i-m — - mi -t- 

Belgium’s central bank 
revealed yesterday It had 
sold 299 tonnes of gold, 
worth about $2.8bn at cur- 
ijnt prices, over the past few 
months. This was enough to 
'satisfy about 8 per cent of 
global annual demand and 
almost equivalent to tbe out- 
put of Australia, tbe world's 
third biggest producer. 

. ?rTbe sale cut the value of 
Belgium's gold reserves from 


BFrl64bn to BFrflbn but 
added BFrllObn to foreign 
exchange reserves. The bank 
made a profit of BFWG^bn. 

Gold fell more than $5 a 
troy ounce immediately after 
the announcement yesterday 
- close to the 1856-year low 
of $281.30 readied in Decem- 
ber alter Australia's central 
bank said it had sold two- 
thirds of its gold reserves. 

However, the price recov- 
ered to close in London 
down $1.55 at $290.40 after 
Alfons Verplaettse. governor 


of Belgium's central bank, 
said the gold bad been sold 
to five otber central banks. 
He refused to identify them. 

Nevertheless, Andy Smith, 
analyst at Union Bank of 
Switzerland, said the experi- 
ence of eight previous cen- 
tral bank gold sales showed 
this was harmful. 

“In not one of those cases 
was the gold price higher 
after one week and only 
after the 1993 Dutch sale was 
the price higher after three 
months," Mr Smith said. 


That was because of the 
brief rise caused by interven- 
tion in the market by finan- 
ciers George Soros and Sir 
James Goldsmith. 

Belgium was responsible 
for four of the previous bul- 
lion sales and it has now dis- 
posed of about 1,000 tonnes 
since 1989. 

The country's finance min- 
istry said the capital gain 
from the sale would be used 
to repay public debt. Ana- 
lysts pointed out this would 
cut the debt, nearly 120 per 


cent of Belgium’s gross 
domestic product, by less 
than one percentage point. 

Mr Verplaettse insisted 
that Belgian citizens would 
also benefit because the gold 
had not produced any 
income while tbe foreign 
currencies it was swapped 
for would yield interest. 

Mr Smith said it would 
take some time for market 
participants to absorb tbe 
implications of Mr Ver- 
plaettse’s revelations. 

Taken at face value, the 


governor had suggested the 
European Central Bank 
would hold 15 per cent of its 
$43bu of pooled reserves in 
gold, equivalent to 880 
tonnes. The 11 members of 
tbe new bank would hold 
back five to six times their 
ECB contributions and one- 
third of that, about 8.000 
tonnes, would be gold. 

However, as the individual 
central banks at present 
held about 12.000 tonnes, 
this left 4.000 tonnes "as a 
dead weight”. 


Venezuelan 
move lifts oil 

MARITCTC REPORT London Metal Exchange 

tin stocks have fallen by 


Trouble brewing in Darjeeling 


By Robert Corztne, Kenneth 

Gooding and Paul Sointan 

The gloom that has settled 
over the oil markets recently 
was lifted a little yesterday 
as crude prices rallied on 
news that Venezuela - the 
biggest over-producer in tbe 
Organisation of Petroleum 
Exporting Countries - would 
like to see a co-ordinated 
global cut of 1.5m to 2m bar- 
rels a day by both Opec and 
non-Opec producers. 

On London's International 
Petroleum Exchange Brent 
Blend for May delivery rose 
86 cents in late trading to 
$13.12 a barrel. The Venezue- 
lan move also impressed 
traders on the New York 
Mercantile Exchange, where 
the April light crude con- 
tract opened almost 80 cents 
higher at $14 a barrel 
“ There was scepticism in 
jibe markets about whether 
guch an ambitious, co-ordi- 
nated cutback could be 
achieved but traders saw the 
development as positive. 

Cambridge Energy 
Research Associates yester- 
day warned of even steeper 
fhlls - to $10 for Brent and 
#bout $11 for West Texas 
Intermediate - unless Opec 
took action to cut output. 


COMMODITIES PRICES 


5ASE METALS 

LONDON METAL EXCHANGE 

-(Prices from AmtagwaM M Trad®) 
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ns uu war 

London Metal Exchange Tea producers in the hills of 
tin stocks have fallen by Darjeeling have attacked the 
nearly 5 per cent, or 430 marketing of tea grown else- 
tonnes, to 8,580 tonnes in the where in India, after tea 
first three working days of described as “Darjeellng- 


this week and premiums are 
having to be paid for metal 
for immediate delivery. 

The premium for spot 
metal, compared with deliv- 
ery in three months, was $25 
a tonne yesterday, down 
from $40 on Tuesday. 

“Tin is once again enjoy- 
ing the attentions of some of 
the merchants,’* said Ted 
Arnold, analyst at Merrill 
Lynch, in his latest Base & 
Precious Metals monthly 
publication. 

“Good ‘quality stocks are 
Hght and premiums are ris- 
ing. The last time this hap- 
pened was back in Decem- 
ber, when some fund shorts 
had to pay dearly to roll over 
their shorts or close out 
their positions." 

On tbe London Interna- 
tional -Financial Futures 
Exchange, white sugar rose 
in spite of news that the 
European Union had 
approved bigger than expec- 
ted exports at Hie weekly 
export trader. 

The May contract ended at 
$270-50 a tonne, up $2.40 
from Tuesday's close and 
just off the day's high 
of $271. 


type" was sold at the Cal- 
cutta auction. 

Darjeeling tea is grown at 
altitudes of 2,000ft to more 
than 7,000ft, and according 
to the Darjeeling Planters' 
Association (DPA). it “has a 
unique brand value. The tea 
grown in its hills has always 
been regarded as the cham- 
pagne among tea produced 
in different parts of the 
world.” 

However, industry officials 
say increasing demand, both 
in India and abroad, for fla- 
vourful tea produced at high 
altitudes has prompted other 
powers to use the Daijeel- 
I ing name to sell their pro- 
duce. 

Growers in Nilgiris (600ft 
to 6 .50 Oft j in tbe south 
Indian state of Tamil Nadu, 
and in Kangra (4,000ft to 
5,000ft), in Himachal Prad- 
esh. are describing tbeir tea 
as Darjeeling-type. 

The DPA says that 
because Darjeeling tea is 
produced on hill plantations, 
there is little scope for get- 
ting new land under te a. 

“The principal challenge is 
to lift the productivity of 
land through improved agri- 





Pick of the crop: Buyers pay a premium for Darjeeling tea 


cultural practices, rejuvena- 
tion of bushes and filling the 
vacancies between groups of 
bushes with high-yielding 
plants,” the association says. 

There are 19,120 hectares 
under tea cultivation in the 
Darjeeling hills, and produc- 
tivity is about 560kg a hect- 
are. compared with the 


national average of nearly 
1,650kg a hectare. Last year, 
production was 10.08m kg, 
against 11.29m kg in 1996. 

Vijay Dudeja, chairman of 
Paramount Tea Marketing, a 
broking house, says: “No one 
will dispute that the tea pro- 
duced in Nilgiris and Kangra 
is excellent. It has its dis- 


tinctive character. But in no 
way is it Darjeeling tea. 

■The high altitude is one 
of several factors that make 
Darjeeling tea stand apart 
from any other tea. There Is 
a uniqueness about the soil, 
water, cool Himalayan 
breeze and the pattern of 
rain in Darjeeling. 

“Tbe bushes may be very 
old but they yield unique 
leaves. The standard of 
plucking of leaves in Darjeel- 
ing is quite rigorous and the 
quality of tea has got much 
to do with it” 

Mr Dudeja says Sri Lanka 
makes good quality tea at 
high altitudes In Nuwara 
Eliya. It is in great demand 
on world markets and is not 
marketed as Darjeeling-type. 

Hie DPA says buyers are 
willing to pay a premium for 
the aroma and bright liquor- 
ing of Darjeeling tea. but 
complains that the sale of 
other teas as Darjeeling-type 
“erodes the brand value of 
Darjeeling tea”. 

The association has called 
for a patent to be awarded 
for Darjeeling tea brands, 
m aking use of the Indian 
Tea Board's special logo, 
which is mandatory for the 
marketing of pure Darjeeling 
tea. 

India exports about 4m kg 
of Daijeeling tea a year and 
the principal buyers are Ger- 
many, the UK. Japan and 
Russia. 
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ANGLO AMERICAN DI SPEL. 

AMF withdraws litigatioif|% : 
over Koiwezi agreement ||| 


teaSS °^)Srn2S based mW sridthemigatiprr^i '- 

resofve their d^eremi^outo ^o_ among other fclngsr 

<f0rmer1y Za f ) u Janjori any wrong-doing, the litigation threat- ^ 
Anglo dsn^d any j oetition. lodged in a- • - 

of Diamond Reids, the company^ so(cJ vasey 

.= bring mor, tor«gn -wastmerr. 

ard VavaJa taking over from Robert Stewart ast*v*rmm and j 

Stephen Malouf replacing Charts ® ^ - 

An Anglo official yesterday “nfirmedtt^t the 
been draped and that Anglo ‘looks forward to further discus- . . 
sions" with AMF. Kenneth Gooding 

PALM OIL EXPORTS 

Indonesia ban to stay in place 

Indonesia's three-month-old ban on wpobof 

In place indefinitely, the government said. “We have not changed . • 

the poficy," said newly appointed trade and industry minister . . . 

Mohamad Hasan. , . ^ T '' 

However, the country's palm oil industry attacked the decision, 
with traders claiming supplies and prices had stabilised. “Our • 
profits have fallen because of this export ban pokey and we just 
don’t have any idea how long we are going to waif said one . 
trader In Medan, North Sumatra. 

The government placed the ban on exports of crude palm ofl - 
and Its by-products in December in an attempt to boost suppfies - 
and reduce the domestic prices of cooking ofl. which have soared 
because of the tumbling rupiah currency. 

Mr Hasan said the government would further study whether 
prices were acceptable and supplies were sufficient to meet 
demand from the local maritet. He gave no further details. 

In January, the government said the ban would be Indefinite, • 
but it later allowed exports of stearin and palm kernel oil until 
March 14. Traders said there had been no further clarification 
since the deadline passed. 

Indonesia received $2 bn a year from exports of crude palm oil, 
out of a total of $42bn in foreign exchange earnings from non-oil 
exports, trad are said. 

Palm ofl production for 1998 is expected to reach 5.90m 
tonnes compared with 5.36m tonnes in 1997. 

Reuters, Jakarta 
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ACROSS 

1 A quick drop for one 
waiting for opening time 
(4,4) 

5 Seek professional advice 
when cold and exhausted 

(4,2) 

9 Laurence looks terrible in 
blue (8) 

10 Run down one politician 
with a gun, perhaps (6) 

12 She doesn’t go far in New 

York (6) 

15 Member is not in time to 
see the bill through (&) 

14 A flat for those not wishing 
to move when they retire 
(«) 

16 Insuits haviiig little point? 
(7) 

19 A celebrity, despite lack of 
talent (7) 

21 Period of little note (S) 

23 Deal with objection to 
moustache (9) 

26 Woman graduate who 
appealed to Solomon (5) 

26 It may be carried on 
though by-laws forbid it rei 

27 Torn between father and a 
love initially of mother 
say (8 ) 

28 Unwritten maxim (6) 

29 Chief support for dam in 
southern river (8) 

DOWN 

1 City investment is about to 
be productive (6) 

2 Record membership at the 
start of the student year <91 

3 work of monumental stu 

pidity (5J 


4 liKS of grassland left 
untidy (7) 

G Qflunerdal delegation gets 
right to enter (9) 

7 She has a fatal aura of fas- 
anation about her (5) 
8 5& ^ hi production 
Produced in layers (4) 

15 255 sor ra- makes warship 
direction (9) 

1 ' Na ^ve S. African provides 
a wanning drink about ten 

18 Rises for workers? (8) 

SS&S5S nowine 

22 ^dge expert in court (6) 

“ 4 aI?nhJ h ° doesn,t dnak 

aBy f0 ™ H 

25 Not a bow: not even * 
smile, apparently (5) 

Solution 9,634 
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<] BUTLER ^ 

THE WORLD’S LEADING 
BUILDING SYSTEM 


Butler is the world's IMo.1 building system for non- 
residential buildings, with many thousands of 
satisfied investors, owners and occupiers in the UK 
and throughout the world. 

Pre-engineered for quality and performance, every 
Butler building is custom designed and offers all the 
added benefits of design build construction. 

For a move in the right direction, build Butler. 

Butler Buikfing Systems limited, Mtriidston Industrial Estate, KMccakfy KYI 312 
Id: (01592] 652300, foe 0)1592} 653135 
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LONDON STOCK EXCHANGE 


Budget cheer pushes FTSE indices to new peaks 


FTSEAH-ShareBidax 


Equity stores* 
Turnover &¥***« I 


JS 5 ® , .WSSL 

■By Steve Thompson, 

*IK Stock Market Editor 

t __ ...rillll-MMIH 

,UK stocks gave another 
-pleasing performance yester- 
■<*day with big gains stretch- 
“‘ing across the market and 
"fears of an interest rate rise 
■receding. 

■■ All the main FTSE indices 
'reached new intra-day and 
^closing records, with the 
r FTSE 100, the leading mar- 
-feet measure, hurdling the 
5.900 level during the last 
^minute of trading. 

A series of economic news 
items was interpreted by the 

Oils hir 
by tax 
-worries 

C0MPAN1ES REP0RT ~ 

.By Peter John, Martin Brice ami 
Joel Wbazo 

..Leading oil exploration and 
production stocks were the 
-casualties in a buoyant Lon- 
don market as brokers fret- 
xted about the Chancellor’s 
-statements on a North Sea 
toil tax. 

Enterprise dropped 14 1 /* to 
'S21p, near its 52- week low, 
-and Lasmo fell 4ft to 267p. 
■Among the second liners, 

’ Hardy slipped to 260Vap and 
“ Monument Oil & Gas lost 2‘A 
r to a 52-week low of 6Iftp. 

- The impact of goverament- 
: imposed changes hinted at 

* in the Budget is expected to 

* be greatest on the e&ps. 

*• Although the consultative 

* document has not yet been 
1 produced analysts were 
. looking at two possibilities. 

* First, there is the chance 
" that the tax exemption will 
' be removed and, second, that 
i corporate tax might be 
" increased. 

' One broker told clients 
l that a 10 per cent increase in 
*the tax rate would reduce 

- the net asset valuation of 
f Monument by 7p a share and 
-the valuation of Hardy by 
t’20p a share. 

= - NatWest Securities said: 
'.•“Given the government's 
„ apparent intention of 

- increasing the take from 


market as -reducing the 
chances of a further increase 
in UK interest rates. Unem- 
ployment fell by less than 
expected, average earnings 
In January rose by less than 
forecast and retail sales fell 
by twice as much as the con- 
sensus forecast 
Average earnings in Feb- 
ruary were up 45 per cent, 
compared with some fore- 
casts of a 5 per cent increase, 
while retail sales fell 1.2 per 
cent but had been expected 
to fall about half that 
amount. Unemployment, 
down to 4.9 per cent of the 
workforce, bad been expec- 
ted to drop by more than 


North Sea taxation there are 
unlikely to be any outright 
winners. The independent 

exploration and production 
companies are likely to be 
hit harder [than the 
majors J." 

&, the venture capitalist, 
was London's most heavily 
traded stock yesterday as 
one institution sold a stake 
through its broker, CSFB. 
The shares, traded via a 
derivatives structure at 585p, 
were placed with 15 institu- 
tions. The underlying price 
rose IV* to SJ3p on turnover 
or 2Sm shares. 

Retailer Kingfisher was 
one of the best performers in 
Footsie after it cheered the 


17,000 but came in down 
13,700. 

Marketmakers, already 
pressured by bursts of buy- 
ing interest shortly after the 
start of trading - triggered 
by what was viewed as a 
market-neutral and thus 
unthreatening Budget - 
were subsequently wrong- 
footed by the sudden surge 
Of Large-scale buying interest 
from institutions. 

The economic news 
prompted steep gains in the 
equity market but failed to 
head off sterling’s continued 
strength, which saw the 
R ank of England's trade- 
weighted index rise to 107.5 


market with final figures 
weU above expectations. 

The group - which owns 
B&Q, Wool worths. Comet, 
and Superdrug in the UK as 
well as French retailer Darty 
- posted a near 30 per cent 
rise in pre-tax profit, before 
one-off items, to £505. 5m. 
compared with market fore- 
casts of between £4S2m and 
£490m. 

Plans for a two-for-one 
share split, which would 
make the stock more liquid, 
were seen as another bonus 
and the shares closed 59 
ahead at £10.96 after trade of 
3.9m. 

Sector analysts raised fore- 
casts for the retailing 


at the end of the session, the 
highest for nine years. 

The FTSE 100 index, which 
trembled at the outset, sub- 
sequently stabilised, then 
moved ahead strongly to 
launch a series of attacks on 
the 5.900 level, only penetrat- 
ing the big number during 
the last minute of the trad- 
ing. It closed 68.7 ahead at a 
record lntra-day and closing 
Ugh of 5.903.6. 

The FTSE 250 continued to 
drive ahead, bitting new 
lntra-day and closing peaks. 
finishin g the day 21.8 ahead 
at 5,424.9. after an lntra-day 
peak of 5.425.0. 

Similarly, the FTSE Small- 


Cap ran up to new height*, 
closing in.:} up at 

Wall Street, which hart 
given the market limited 
comfort at the start of the 
session after its 31-point gum 
overnight, was less than sup- 
portive yesterday, uivinff 
ground tu post a 40-point 
slide after a level opening. 

Dealers said London had 
responded i'iiu** again to the 
weight of money jnmring 
into the stock market. 

"The doubters are gradu- 
ally changing their minds 
about the market's, potential 
to hit 6.00U un the FTSE lOte 
it really is building a head "f 
steam which could see it 


through that level in short 
order." S3id one dealer. 

Some observers adopted a 
more cautions view of devel- 
opments on interest rates. 
"This is a market living 
under i!ip threat of a very 
significant tightening of 
monetary policy." warned 
Kichard Jeftvy. economist at 
Charterhouse Tilney. 

Budget-driven stories saw 
the casino stocks badly 
affected, while the prospects 
of a more stringent tax 
regime affected oil shares. 

Volume was 898.1 ni shares 
at the 6pm count, of which 
just over half was in non- 
Footsie stocks. 
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Insurance 
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Oil Exploration 4 Production 


group’s current year profits 
to between £570m and £585m 


from previous estimates of in a fall year. 


to reduce profits at the 
group by about 25 per cent 


between £530m and £560m. 
"Kingfisher is so far ahead 


Other stocks bit by the 
news were two provincial 
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of its rivals that it will con- casino operators. Stakis and 
tinue to outperform, particu- Stanley Leisure. The former 
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larly in the D1Y market." 
said one analyst 
The strong performance 
from Kingfisher helped boost 


several other retailing results from Wilson (Con- 


issues. They included Boots, 
which hardened 21 to 932p, 


and electrical goods retailer and increase in margins The 
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Dixons. 6 up at 483VIP. 3p special dividend also 

Government plans to raise cheered investors, and the 
£20m from a small number shares rose 3‘ = to lSOp. 
of London casinos cast a 

shadow over several gam- |K«tnr*lr nucoc 
bling-related stocks. Ana- Cdaco 

lysts predict over half the fbstock eased to 6ip 
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snaaow over several gam- |K«tnr*lr on coc 
bling-related stocks. Ana- Cdaco 

lysts predict over half the fbstock eased to flip amid 
amount will come from Lon- a touch of profit-taking alter 
don Clnbs, which fell 35 to it exceeded expectations by 
232 Vip. making it the worst rising from £&3m to £23.5m 
performer in the FTSE 250. pre-tax. The group also 
Capital Corporation fell 15 talked of "renewed strength 
to 126p. A statement from in new house construction'’ 
the company said: "Within a in the UK. 
highly regulated industry. Bus companies rose in 


17tv . :<£* to 32*' ;P. Uiw of the worst 

performers an the day. 

w» One analyst said: it is dlf- 

• \ 3500 ficult to work out who wants 

\ . |\ 34oo tn own thfc r, ne- and bow do 

71 you \afue it? The manage- 

T SilH merit tvain i> extremely 

I .. .. \ . 3200 ^khI. but this hybrid vehicle 

i . iinn i£ not "nine tn sit easily in 

Oh vi Jan i «b u* anyone's portfolio. Some 

investors are already saying 
they d-m t think they could 
to reduce profits at the buy 

group by about 25 per cent Selected fund managers 
in a fall year. gained ground in reaction to 

Other stocks hit by the the Budget's benign pro- 
news were two provincial nounrement on personal 
casino operators. Stakis and savings. M&G added 5 at 
Stanley Leisure. The Former £17 A-* 3nri Perpetual 55 to 
was 2'-r adrift at I18p, while Ei'Jj.- 1 '. 
the latter eased 5 to 358* *p. Lloyds insurance trusts 
Strength in UK housing were flat as it became clear 
stocks was confirmed by that George Soros, the inter- 
results from Wilson (Con- national investor, had sold 
nolly) that highlighted its 44 big stakes in Benfield & Rea. 
per cent pre-tax profit rise Limit and Finsbury. Mr 
and increase in marg ins The Soros has maintained his 
3p special dividend also holding in CLM and Anger- 
cheered investors, and the stein. Benfield was margin- 
shares rose 3 1 = to 180p. ally firmer at 129p. Limit 

slightly higher at leCH/jp and 

Ihctnrk pacoc Finsbury steady at I59p. 

luaiuuiv Reuters, the news and 

fbstock eased to 61 p amid information company, and 
a touch of profit-taking after BSkyB, the satellite broad- 
it exceeded expectations by caster, rallied after Lehman 
rising from £fcti3m to £23.5m Brothers increased price tar- 


transform itself into a 
unique vehicle left investors 

puzzled and the shares dc-wn , ^ 100 aast fbtwb 8PB dj 
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was 2'-t adrift at I18p. while 
the latter eased 5 to 258‘=p. 

Strength in UK housing 
stocks was confirmed by 


nolly) that highlighted its 44 
per cent pre-tax profit rise 
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performer in the FTSE 250. pre-tax. The group also gets for the stocks. 

Capital Corporation fell 15 talked of "renewed strength The broker increased its 
to 126p. A statement from in new house construction'* 1998 price target on Reuters 
the company said: "Wi thin a in the UK. to 705p from 640p to reflect 

highly regulated industry. Bus companies rose in the lower cost of capital, 
the opportunities to pass on relief that they escaped a big Reuters also announced it 
such a substantial increase increase in the cost of fuel in had bought Citywatch, the 
in taxes are extremely llm- the Budget, with Arriva up shareholder database, for an 
ited, - and the proposed 24 to 464p, Go-Ahead Group undisclosed sum. 
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in taxes are extremely lim- 
ited, - and the proposed 
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change is likely to under- rising 26V* to 578Vip and 
mine London's pre-eminent National Express ahead 22'/* 


position in the casino mar- 
ket'’ Analysts expect the tax 
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NOTICE TO HOLDERS OF BEARER SHARE 
CBOIFICATES - PAYMENT O^ COUPON NO.21 

With reference id ibe node* cf fimJ Jmiknij advertised in ibe prra cm Mnrefc 
12. 1****® the loOawing iuTomuoan b pi^jlisfacti for tbe goifUixr of holders of 
boirer dure cerriljcurff 

The dndaxl of 42 cents was dccLred in United Suces currency Tbe dndend 
wiD be ndd on or after May 13, 1998. aprnsr surrender of Coupon No. 21 
detached from bearer dure certificates as loDow« [ 

(al m die offices <* tbeCorprxutkmsContiDMRaf paying agents:- 
Banquc Genndle du Lu remb owy Credit duNord 
50. avenue J. F. Kennedy 50,'rue d'Anjou 

L ■ 295] Luxembourg 75008 Pads 

Grand Duchy cf Luxcrnboun; France 

lb) at the offices ct Gjmputcrafurc Sendees PLC, Firs Floor, 5-10 Great 
Tower Soon, London EC5R 5ER. Unless persons deporirim; coupons at 
such office request pajmem in United States, dcllaes i in which case they 
must comply with any applicable Exchange Control n^nladoml. payment 
wiD be nude in United Kingdom currency either? * 
lil in reseed cf coupons lodged on or prior 10 May 8, 1998. at die United 
KjnpltMD currency cquivjlm: cf the United Suits cumaicy value of the 
dividend on April 28. 1 99S; or 

Ifll in respect of coupcms lodged on or idler May II. 1998, at the prucjilrng 
rate c* exchange on the day the proceeds are rerun rd to ComputetsTure 
Services PLC m London. 

Cratyms must be left for at Inst lout dear days fee .examinarinn leigfai da>> if 
payment in United Suns currency has beer requested! and may be presented any 
weduLir iSatinday ctoepred) b etwee n the brina of 10 un. and Ip an. 

United Kingdom income ux wiD be deduciud from payisenc to any person m 
tbe United KmpJom in respcei cf coupons, deposited at the ollkcs of 
Computarsharc Services PLC in London, unless such coupons are 
accompanied by ltiLmd Revenue noc rvsvdencu dodararion frants. \riienr such 
deduakn is made the net amount of the dividend, after deducting Untied 
Kingdom income tax at 20% wiD be It. 6 cons I United Sutes) per share. 

In ibe care of payments nude in United Kingdom ciiifuacy the ceding 
cqun-jknt of tbe net dividend wiD he calcuLord in accordance with sub- 
paragraph (hi above. 

Copic.ol ihe AmtiuJ Report of Mmnrco lor theveur to December 31. 
be avaiLible tTim die Rcpstocd Ciffirc of the Corporation and die offices of the 
partng jfenu nd erred io abate on « about April 2. 199J. 

By Older of the Board 

N. Jordon, Secretary March 19. 1995 


Poc« Br 1 


MOB 

« meat 

PW 

Pod 

POM 

neumti 

P0OIM 

(tana 

into 

ita» 

taco 

CMMi 

£/MHH 

mm 

17X7 

2856 

2857 

17X7 

26X8 

2857 

38XB 

2028 

2857 

36X6 

2828 

20X7 

17X7 

2828 

2857 

17X7 

7H?n 

2857 

17X7 

2828 

2657 

17X7 


28X7 

1603 

21X1 

22® 

1600 

21X1 

22® 

1600 

12X7 

12X7 

16® 

12X7 

1257 

ia® 

12X7 

1257 

15X9 

12X7 

1357 

39® 

2670 

2899 

33® 

31® 

31X8 

34.10 

30-07 

37.16 

34.10 

3808 

36X8 

28® 

8179 

54® 

34.10 

SITS 

54® 

34.10 

49X5 

4854 

28® 

45X2 

4621 

28® 

*5® 

4821 

2866 

4825 

4854 

28® 

37® 

37® 

58® 

37® 

37® 

39.08 

37® 

37® 

3a® 

37® 

37® 

39® 

37® 

37® 

39® 

37® 

37® 

1B.15 

38X7 

37.16 

20.® 

50® 

20-50 

5864 

36X7 

37.16 

28® 

37® 

37® 

28® 

43.70 

44X0 

58® 

47® 

4827 

57X7 

50® 

51XJ 

3365 

5083 

51.18 

saxi 

90.73 

51® 

S3X0 

43X7 

43X6 

4327 

43X6 

43X5 

33X8 

36X7 

37.18 

27® 

31® 

31.49 

59X0 

2870 

3899 

3096 

31® 

31X9 

raw 

1861 

19® 

19® 

19X1 

19® 

1609 

1861 

19® 


at 824'/*p. 

John Lawson at Charter- 
house Tilney saii “The best 
news from a bus operator's 
point of view is that they 
can now reclaim the 
increase in excise duty on 
fuel.” He estimated the move 
would cost the government 
this year about £40m, which 
would stay with the bus 
operators. 


undisclosed sum. 

Lehman also increased its 
1998 target for BSkyB to 480p 
from 440p on tbe same basis, 
leaving Its rating unchanged 
at "outperform". Reuters 
gained 11 to 641'/*p and 
BSkyB 3'/* to 444‘/,p. 

Volume of 14m made elec- 
tronic and electrical equip- 
ment group BICC thebusiest 
stock in the FTSE 250. The 
day’s trading included an 
agency cross of 10.7m shares, 
about 1.5 per cent of the 
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You’ll see Rockwell’s 
advanced technology at 
work in our Collins liquid 
crystal displays for today’s 
commercial, business and 
military aircraft. 
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Record-breaking run slows for breath 


EMERGING MARKET FOCUS 

India waits 


WORLD OVERVIEW 


The record-setting pace of 
European and US stock mar- 
kets could not last forever, 
and there was a modest set- 
back In world equities yes- 
terday, writes PhUip Coggon. 

• .'Asia set the ball rolling 
with a 1 per cent drop in 
Hang Kong and a 2 per cent 
foil in Japan, after remarks 
from a Liberal Democratic 
party official that a stimulus 
package would contain no 
tax cuts. 


However, chartist Brian 
Marber points out the Nikkei 
and Topix indices recorded 
Coppock buy signals at the 
end of February. The Cop- 
pock indicator, devised in 
the US, is based on u-month 
and 14-month averages and 
is designed to give occa- 
sional signals of safe times 
to buy stocks. 

The LDP comments sent 
the dollar higher against the 
yen and the US currency 
made modest gains against 
the D-Mark, normally a sign 


for European markets to 
move higher on the bade of 
the improved prospects for 
exporters. But cm this occa- 
sion. profit-taking was the 
order of the day. 

Only Dublin, closed on 
Tuesday for St Patrick's day, 
forged ahead to a new high. 
The weekend revaluation of 
the punt by 3 per cent has 
led to expectations of inter- 
est rate cuts. The Irish econ- 
omy and stock market have 
been extremely strong for 
some time; 


The US stock market, after 
successive all-time highs on 
Monday and Tuesday, suc- 
cumbed to a mood of caution 
in the face of profit warnings 
from Bay Networks and 
Jabll Circuit, two technology 
companies. Early losses were 
modest however. 

Abby Joseph Cohen, the 
Goldman Sachs strategist 
who has successfully called 
the bull market all the way 
up, sees no end to the "Gol- 
dilocks scenario” which has 
sustained the long rally. 


"There is no US recession 
in our new forecast horizon, 
nor is inflation likely to be 
problematic." she says. 
“This allows us to revise up 
the price targets for key 
stock market indices. The 
S&P 500 is expected to reach 
1.1 50 by year end 1998. Com- 
parable forecasts are 9.300 
for the Dow Jones Industrial 
Average and 1.900 for the 
Nasdaq composite." 

Ms Cohen's previous fore- 
casts for the three bench- 
marks were 1.075, 8,700 and 


1.776 respectively. She adds: 
“We believe that the rise in 
US stock prices has been 
supported In large part by 
the solid fundamental perfor- 
mance of US companies. 
This ts expected to continue 
through 1999 and encourages 
us Co revise up our price tar- 
gets." 

She now predicts earnings 
per share for the S&P 500 
constituents in 1999 will be 
$55. compared with her esti- 
mate of $50.50 in 1998 and 
$46.81 last year. 


new minister 


Tech stocks Recovery cuts losses in Paris 


stand firm as 
Dow slides 


EUROPE 


FTSE Actuaries Sliarg Indices 


European series 


AMERICAS 


US shares made a choppy 
start with most blue chips 
turning lower, but selected 
computer stocks rallying, 
utrites John Lobote in Nero 
York. 

■ By early afternoon the 
Dow Jones Industrial Aver- 
age was down 28.90 at 
8.721.09. although the 
broader Standard & Poor's 
500 index was barely 
changed, off less than one 
point at 1,080.10. 

Technology stocks and 
those of small companies 
gained pound. The Nasdaq 
composite was up 1.84 to 
1,780.64. while the Russell 
2000 also moved ahead, 
adding less than one point at 
471.40. 

The market focused on a 
series of company announce- 
ments that drove shares, but 
also added a note of appre- 
hension to trading. 

• Lockheed Martin and 
Northrop Grumman were 
mixed as US regulators 
refected a proposal in the 
two aerospace groups' 
merger plans. Lockheed said 
that negotiations were con- 
tinuing. Northrop fell $1 to 
$109. Lockheed Martin 
climbed $& to $1161}. 

Shares of Bankhoston fell 
$2ft to $106* after it 
announced an internal probe 
concerning the company’s 
loan division. 

Dow Jones rose $% to $52% 


after the publisher 
announced the sale of its 
troubled real-time informa- 
tion service to Bridge Infor- 
mation Systems. 

Leading the Dow lower, 
International Paper fell $1% 
to $49%. JP Morgan was also 
lower, down $3& to $131 £ 
after Standard & Poor’s cut 
its long-term ratings. On the 
other hand. Merrill Lynch 
rose $4& or more than 5 per 
cent to $84% on merger 
rumours. 

The latest warning in the 
technology sector came from 
Bay Networks, which lost Sft 
to $2&&. Internet stocks 
climbed, with Lycos rising 
$2% to $42% after a buy rat- 
ing from Bear Stearns. Net- 
scape rose $% to $19%. 

CNF Transport plunged 
$3% or more than 7.7 per 
cent to $37ft after BT Alex 
Brown and Merrill Lynch 
downgraded the stock. 

TORONTO saw mostly 
mixed trading among the 
heavyweight sectors, but the 
balance of sentiment lay 
with the sellers and at noon 
the 300 composite index was 
off 30.47 at 7,409 JO. 

Royal Bank of Canada and 
Rank of Montreal improved. 
adding 35 cents at C$87 and 
30 cents at C$80 JO respec- 
tively. 

Weak bullion had a 
diverse impact Barrick lost 
30 cents to C$27.25, but 
Placer Dome hardened 30 
cents to C$17 J5. 


The bourse in PARIS looked 
like unwinding a significant 
portion of the 135 points 
gained in the previous three 
sessions, but in the end a 
late wave of buying left the 
CAC 40 index off a modest 
9.11 at 3.652J2. 

Volume was again solid at 
18 Jm shares. Steep fells for 
index heavyweights in sec- 
tors such as oflg and motors 
did most of the day's damage 
- the CAC 40 touched a low 
of 8,612 - eclipsing a number 
of strong, eamings-driven 
performances. 

Renault retreated FFr4J0 
to FFr245.40, while Total and 
Elf Aquitaine tumbled FFr15 
to FFr643 and FFrli to 
FFr681 respectively with soft 
oil prices getting the better 
of annfhpr solid run for the 
dollar. The profit-taking 
tapered off towards the close 
erf trading. 

France Telecom remained 
a strong feature, probing 
ano ther record high as the 
buzz about bumper results, 
due today, and the possibil- 
ity of closer ties with Ger- 
man telecommunications 
giant Deutsche Telekom 
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Sao Paulo firms early 


SAO PAULO firmed in spite 
of a decline in Banespa’s pre- 
ferred shares. The Bovespa 
index edged up 98 to 11.907. 

. Banespa, whose common 
shares were suspended on 
Tuesday ahead of its 1997 
earnings announcement, saw 
its preferred shares decline 
RS14.4 to R$56.6 on profit- 
taking. 

v CSN. the steelmaker, rose 
R$0.55 or 1.6 per cent to 
R$35.3 following its record 
profit announcement. It 


reported a 79 per emit rise in 
net profits t o R$4 57m. 

MEXICO CITY edged up 
helped by Tehnex and Tubos 
de Acero de Mexico. The IPC 
index rose 17 J9 to 4J02.1& 
Telmex rose 15 centavos to 
23.65 pesos while Tubos de 
Acero de Mexico gained 4.4 
pesos to 148.8 pesos. 

SANTIAGO fell on profit 
taking as weakness in some 
parts of Asia affected senti- 
ment The IPSA index was 
down 62J to 4.794.07. 


Gold falls end two-week run 


SOUTH AFRICA 


A fall in the bullion price 
below $290 an ounce and 
derivatives-led trade cut 
short a near two-week run of 
gains in Johannesburg, 
which ended near its session 
lows. 


Golds tumbled 37.1 or 5J2 
per cent to 672.6, the lowest 
level since December 5, on 
rumours, and subsequent 
confirmation, of central 
hank sales. 

The overall index lost 83B 
to 7,210.1 and industrials 
were 74J lower at 8J48J. 


grew ever louder. The shares 
touched FFr364.80 before 
closing FFr7.10 higher at 
FFr854.60. 

LMVH and Lagard&re, 
both of which put out pleas- 
ing figures late on Tuesday, 
gained FFr45 to FFr1,289 and 
FFr3.10 to FFr245.60. Gold- 
man Sachs lifted its target 
price for Pernod Ricard to 
FFr475 and the shares 
jumped FFr23 or 5.4 per cent 
to FFr4 47. 

FRANKFURT pulled back 
from Tuesday's record, but 
the Xetra Dax index picked 
up from an intra-day low of 
4&I4J5& to dose 37.36 weaker 
on the day at 4J0&55. 

Viag soared DM34.50 to 
DM999 JO after the company 
said it was revising its busi- 
ness expectations sharply 
higher because of the strong 
public response to new tele- 
phone services. 

SGL Carbon picked up 
DM5.70 to DM211.20 after the 
group said it was expecting 


strong growth in the first 
half of the year. 

Schering lost DM5.90 to 
DM212 ahead of today's 
annual press conference. 

SAP, the software com- 
pany, climbed another DM9 
to DM783 as investors 
awaited the company's divi- 
dend »nnnrmr-PTnpnt 

In the unofficial grey mar- 
ket, l&l Aktiengesellschaft, 
the internet and marketing 
services company, traded at 
more than three times its 
potential issue pries ahead 
of next week's bourse listing, 
l&l was quoted between 
DM255 and DM285, way 
above Its DM70-DM80 book 
building range. 

AMSTERDAM ran up 
against options pressure and 
a certain amount of profit- 
taking by foreign funds, 
notably among financials, 
and the AEX index aided off 
13 S3 at 1.105.45. 

Aegon, firm in the market 
lately ahead of today's 
results, fell FI 3.70 to 
FI 252J0, but the main target 
of basket selling by options 
players was said to be the 
leading internationals. Phil- 
ips shed F14J0 to FI 145.40 
and Royal Dutch FI 1.40 to 
FI 11030. 

Nedlloyd stood firm 
against the downtrend, 
adding FI 3^0 or 6.9 pa- cent 
to FI 51.10 after reporting 
solid results and describing 
the trading outlook as good. 
The shares, still 30 pa cant 
below their peaks of Octo- 
ber. have been this year's 
i ndex laggard. 

ZURICH extended its cor- 
rection into a third straight 
session. A fall of 104.1 to 
7.132.4 left the SMI index 2.7 
pa cent below last Friday’s 
record high, but still 13J pa 
cent better than It began the 
year. 

Suiza was an outper- 
former after the engineering 
group reported stronger- 
than-expected 1997 earnings 
and higha dividend pay- 
ments. The shares rocketed 
to a high of SFrl.247 but 
turned back to close SFr6 
ahead at 1,194. 

The pharmaceutical giants 
woe Iowa, under pressure 


from futures -related selling. 
Roche certificates, which 
have seen a number of 
recent downgrades, lost 
SFr430 to SFrl6,470. while 
Novartis fell SFr48 to 
SFr2,60? on profit-taking. 

Elsewhere among the blue 
chips, Nestle lost SFT38 to 
SFr2,605 as Deutsche Morgan 
Grenfell raised its price tar- 
get on the stock to SFr3,30Q 
and repeated an overweight 
rating. 

CS Group eased another 50 
centimes to SFr269J0. 

MILAN erased earlier 
losses to close marginally 
higha as strength in Ehi, 
the most heavily weighted 
stock in the Mibtel index. 
gaine d ground. 

The Mibtel rose 31 to 
22J49 as Enl closed L232 or 2 
pa cent higha at L11.664. 
The shares were supported 
by a modest rise in oil prices 


and positive sentiment 
ahead of a post-trading 
results announcement. Oli- 
vetti, which had rallied last 
week on speculation of a 
takeover bid, closed down 
L40 to L2.32S. 

MADRID was depressed by 
profit-taking ahead of 
today's public holiday and 
the general Index edged 
down 4.94 to 823.45. Banco 
Popular fell Pta 200 to 
Ptal3,520 in spite of news 
that Moody’s had placed the 
bank's long-term ratings 
under review for possible 
upgrade. 

Gas Natural rose Pta350 or 
4.5 pa cent to Pta8,200 on 
reports that its Mexican arm 
bad won a contract to invest 
$l84m in gas distribution. 
Repsol, a leading share- 
holder In Gas Natural, 
gained Pta280 or 3.9 per cent 
to Pta7,380. 

STOCKHOLM closed 
lower, dragged down by 
weaker telecommunications 
stocks. The general index 
lost 11L95 to 3,450.7a 

AUgon, the mobile 
antenna and components 
supplier, declined as it 
issued a profits warning. The 
shares fell SKrlS.50 to 
SKrl09.50, depressing other 
telecom shares. 

Ericsson lost SKr3.5o to 
SKr374 and Nokia fell SKrl2 
to SKr835. 


Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono and 
Paul Gregan. 


India's stock markets are on 
tenterhooks, awaiting the 
name of the finance minister 
in the new Bharatiya Janata 
party-led government 
Analysts say there will oe 
general relief if Jaswant 
Singh, a former finance min- 
ister and a maiket-Wendiy 
face, is appointed to the post 
But Mr Singh lost his seat at 
the election, making it politi- 
cally difficult - though not 
impossible - to give him a 
top cabinet job. 

investors fear the post 
could go to a protectionist 
such as Murli Manohar 
Joshi. a leader with little 
experience of economics 
such as L-K. Advani, or one 
with a chequered record. 

This could add to market 
jitters ova comments made 
by maverick BJP ally George 

Fernandes attacking multi- 
national companies in the 
name of “swadeshi” or 
self-reliance. 

Today’s market-moving 
news is only the latest 
instalment in an election- 
inspired rollercoaster ride 
which has lasted for the past 
two weeks, including the 
publication yesterday of the 
National Agenda. 

Shares rose strongly on 
early of a BJP victory, 
but fell back when it became 
clear the party and its allies 
would fell short of an out- 
right majority in a hung par- 
liament. Markets remained 
volatile last week as the BJP 
struggled to put together a 
working majority, but rose 
again this week after the 
president asked BJP leader 
Atal Behari Vajpayee to 
form a government 
The BSE 30 index closed 
yesterday 34 higher at 3,825, 
and is now up 12 per cent 
si ncp the final week of the 
election campaign. Further 
advances are expected if an 

acceptable finance minis ter 
is appointed and the govern- 
ment wins its vote of confi- 
dence. 

Bombay’s local brokers - 
mostly long-time BJP sup- 
porters - argue the govern- 
ment will help domestic 
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business by cutting red tape, 
and stepping up spending cm 
infrastructure, while speed- 
ing up disinvestment. A 
crnaTl dose of protection - in 
the midst of an industrial 
slow-down - could help prof- 
its. they say. 

Stockpickers have already 
sing led out companies like 
Baja} Auto that could bene- 
fit But others are more scep- 
tical. 

“It is the worst possible 
result,” said a senior invest- 
ment banka. "I told my 
board that it does not make 
any difference, but I dent 
believe a wad of it" 

Some expressed dismay at 
the government’s intention 
to “discourage foreign direct 
investment in non-priority 
areas". Others fear it lades a 
hardened core of experi- 
enced administrators to 
guide it 

As a minority government 
with fractious coalition part- 
ners, the new government 
lacks the strength to tackle 
thorny issues of public 
spending and disinvestment 

**I wish the outcome had 
been 10 seats more, either 
way." said the head of one 
investment bank. 

Analysts are already 
guessing how long the gov- 
ernment will last. Estimates 
range from six months to 
two years. The election has 
not delivered the stability 
rnrffan business craved. 


Krishna Guha 


No local 


touch. 




Fears of tax freeze hit Tokyo 


ASIA PACIFIC 


A newspaper interview with 
a leading Liberal Democratic 
party politician who said 
there would be no income 
tax cuts in Japan's coming 
economic package sent the 
market sharply Iowa, writes 
Paul Abrahams in Tokyo. 

The news brought the yen 
under further pressure, 
pushing the Japanese cur- 
rency through Y130 to the 
dollar, and hitting sectors 
that import doliar-denomi- 
nated raw materials but gen- 
erate revenues in yen. 

The Nikkei 225 average fell 
222 pa cent or 377 points to 
16JJ19, after trading as low 
as 16.500 and as high as 
17,022. The Topix index Of ah 
first-section shares fell LSI 
pa cent or 16.68 points to 
1,253. The momentum 
remained down, with 818 
stocks dropping, 294 rising 
and 139 unchanged. Volume 
was marginally higha at 
437m shark. 

The ail sector was the 
worst performer, losing 3.7 
pa cent. Cosmo Oil fell Yls 
or 6.4 per cent to Y274 
Shows Shell dropped Y47 or 
5-3 pa cent to Y833, while 
Tonen fell Y40 to Y856. Tyre 
also declined sharply. 


New Zealand 

Cap 40 Mb 



down 2-5 per cent Toyo Tire 
fell Y21 or 6.5 per cent to 
Y299. 

Real estate shares contin- 
ued tbeir relentless falL 
dropping another 3 pa rent 
following recent profits 
warnings. 

Poor department store 
sales figures for February, 
which were released on 
Tuesday, hurt Mitsnkoshi, 
which dosed down Y28 or 6 
pa cent at Y419. 

JAL’s profit warning and 
restructuring announcement 
on the same day led to a Y23 
drop to Y490 in heavy trad- 
ing. News of Mitsubishi Elec- 
tric's decision to pass its 


final dividend came after the 
market closed. 

In Osaka, the OSE index 
fell 209 points to 16.690. 

WELLINGTON surged 
strongly after the central 
bank eased monetary policy 
and sent the New Zealand 
dollar skidding Iowa in for- 
eign exchange markets. 

Shares responded warmly 
to the currency realignment, 
which dealers saw as help- 
ing to restore New Zealand's 
economic competitiveness 
within the Pacific Rim. NZ 
Telecom jumped 18 cents to 
NZ$8£8 and the 40 capital 
index ended up 2857 or 12 
pa cent at 2337.34. 

MANILA continued to 
track the peso, moving 
higha in line with the 
streng t hening currency. The 
composite index ended up 
44J5 or 2 pa cent at 2^83J8. 
Traders said foreign inves- 
tors were in evidence, push- 
ing tnrnover up to 2.3bu 
pesos. Manila Electric B 
shares rose 7 pesos to 124 
pesos. 

BANGKOK was hit by 
political nervousness as a 
no-confidence debate got 
under way in parliament. 
The SET index fell 10 or 2 
pa cent to 500.46. Bangkok 
Bank shed Bt4 to Bt94. 


HONG KONG was sent 
k>wa by weakness in HSBC 
Holdings as cautious inves- 
tors started cashing in prof- 
its. The Hang Seng index 
lost 133JS or 1.2 per cent to 
11,121.65 in moderate turn- 
over of HKS6.7. 

Index heavyweight HSBC 
lost HK$6 to HK$223, 
accounting for 77.67 points 
or more than a half of the 
index felL 

Chlna Telecom moved 
against the current, climbing 
15 cents to HK$14.65 as 
expectations of a forthcom- 
ing asset injection spurred 
buying. 

JAKARTA lost IK pa cent 
on broadly based selling by 
investors who were awaiting 
results of negotiations with 
the IMF, which began yester- ! 
day, and concre te moves by I 
the new cabinet to help the , 
nation out of its economic 
crisis. 

The composite index lost 
8.14 to 504 in turnover esti- 
mated at Rp495bn. 

Index heavyweight Telkom 
lost Bp 100 to Rp4,000 as the 
market responded negatively 
to the group's 1997 result^ 
which were hit by foreign 
exchange losses and a slow- 
down in telephone sub- 
scriber growth. 


In search of a better correspondent 
in Turkish banking? We strongly 
recommend a truly global partner 
with none of die local dissonance. The only 
multi-branch Turkish bank awarded long- 
term A rating three years in a row by Capital 
Intelligence. The highest rated emerging 
market bank by Thomson Bankwatch. The 
Turkish bank whose high regard among 
international financial community generated 
$1 billion in funding facilities in 1996 and 
$930 million in 1 997. The Bank that has 
completed several asset backed securitization 


programmes with maturities 5-7 
y ears - The Bank that was selected 
as “ Besc Bank of Turkey" by 
Euromoney for 3 consecutive years. 
Then again, if you think your correspon- 
dent in Turkey should also have local 
strength, who could be a better choice than 
a bank that handles 12% of Turkey’s 
exports and 6% of Turkey imports? A bank 
whose foreign currency business volume 
totaled $22.9 billion in the first nine 
months of 1997. A correspondent bank 
with global standards and local power. 
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* The shadows of social and transport 
problems hang over London as it strives 
to enter the new millennium as Europe’s 
leading city. Alan Pike reports 

Wealth, deprivation 
, stand side by side 


The most influential group 
of business, political and 
civic leaders that London 
has ever sent to Brussels set 
off on a Eurostar train this 
month to promote the UK 
capital within the European 
Onion. 

Some are certain to have 
gone armed with “100 Facts 
on London', a snapshot 
guide compiled by London 
First Centre, the inward 
investment agency. Every 
page contains ammunition 
to silence the doubter by 
affirming London’s pre-emin- 
ence among European 
cities. 

. One. hundred and eighteen 
of Europe's 500 largest com- 
panies have their headquar- 
ters in London. Nine of the 
11 busiest European air 
routes are to and from Lon- 
don. The number of people 
employed in financial, pro- 
fessional and business ser- 
vices in London exceeds the 
entire population of Frank- 
furt Only one of the 15 larg- 
est European law firms does 
not have its headquarters in 
Londan. 

The UK’s London-domi- 
nated advertising industry 
wins more international 
awards for creativity than 
those of the next nine Euro- 
pean countries combined. 
More than 200 languages are 
spoken in London. One-third 
of London’s business space 
has been newly-built or 
refurbished to international 
standards over the last 10 
years. Seven thousand of the 
world’s learned and special- 
ist journals are published in 
London. 

These and the rest of the 
100 facts attest to the 
and importance 
of a city which, its business 
and civic leaders feel, is 
often under-appreciated not 
only in Brussels but else- 
where in the CJK. 


There are, however, other 
facts about London. 
Although not the stuff of 
promotional literature, they 
can hardly have failed to 
occur to members of the del- 
egation as the Brussels- 
bound train made its embar- 
rassingly modest progress 
through the capital's 
southern suburbs and Kent 
before picking up speed on 
Belgium’s recently-com- 
pleted high-speed track. 

The future of Britain's 
high-speed Channel Tunnel 
rail link through Kent and 
north-east London into 
King's Cross/St Pan eras is 
again in doubt following 
London and Continental 
Railways’ call far an extra 
£1.2bn in pnbllc funds to 
help finance the project, and 
the government’s refusal to 
provide it. An announce- 
ment on whether it has 
proved possible to secure 
new financial arrangements 
is due at the end of this 
month. 

Continuing uncertainty 
over the rail link serves as a 
symbolic reminder of a 
wider Issue — that transport 
is one of the most serious 
concerns faring London and 
Londoners, with the need for 
very substantial investment 
to modernise the Under- 
ground system among the 
most urgent priorities. 

The Channel Tunnel rail 
link is not, however, just a 
transport project Its early 
completion is regarded by 
both public and private sec- 
tors as an essential prerequi- 
site of finther regeneration 
on the eastern side of the 
capital 

And regeneration matters 
because London Is a divided 
city, ft is the UK’s most 
wealthy region, yet its inner 
areas contain much of the 
most severe urban depriva- 
tion in the country. 


At the end of this month 
the London Docklands 
Development Corporation 
(LDDC) will complete Its 
remit for transforming 5,500 
acres of the capital's river- 
side. The 1980s fashion for a 
property-led urban develop- 
ment corporation approach 
to regeneration win continue 
to attract both admire rs and 
critics long after the LDDC 
is gone. What it beyond 
doubt, however, is the con- 
trast between the fresh, con- 
fident, city-within-a-city 
imag p of Docklands, and the 
depth of the social problems 
and economic weaknesses of 
the east London boroughs 
surrounding it 

Proportions of the popula- 
tion reliant on >n«Hn p Sup- 
port reach 37 per cent in 
inner-city Hackney, 36 per 
cent in neighbouring Tower 
Hamlets and 34 per cent a 
little further east in 
Newham - levels that are. 
by more than fractional mar- 
gins, the hi ghes t in Britain. 
In London's suburban Rich- 
mond-upon-Thames. the 
comparable figure is 8 per 
cent No other region in the 
country contains variations 
of this size. 

Londcn is. of course, not 
unique in having urban 
problems and social and eco- 
nomic divisions - the seeds 
of such issues are Inherent 
In the nature of big cities. 
When its advocates describe 
it as a great, successful 
world city, there is no short- 
age of evidence that they are 
right. But even the most ded- 
icated exponents of London’s 
singular qualities are likely 
to add that it needs to get its 
act together, take more con- 
trol of its own affairs, speak 
up for itself, and sort out a 
few things. 

The government’s pre- 
scription for doing all this is 
due to be published next 



week, in a white papa* (pol- 
icy document) outlining radi- 
cal change to the capital's 
governance. By 2000 London 
will, subject to a referendum 
on May 7, have an elected 
mayor and an assembly of 
around 25 members responsi- 
ble for strategic issues - 
something it has lacked 
since the abolition of the 
Greater T,ondon Council 11 
years ago. It win also gain 
one of the new English 
re gional development agen- 
cies. 

In local government terms 
alone, the plans constitute 
the biggest changes in run- 
ning London for mare than a 
century. In broader terms, 
they offer a basis for secur- 
ing a more coherent 
approach to economic and 
social development in the 
capitaL This month's white 
papa: will be accompanied 
by proposals for a partner- 
ship of the pnbllc, private 
and voluntary sectors to 
guide economic development 
until the mayor, assembly 
and regional development 
agency are all in place. 

The mayor will enjoy tre- 


mendous opportunities to 
promote London nationally 
and inte rnationally . But this 

does not mean Londoners 
are being asked to vote for a 
leader with plenipotentiary 
powers to run the etty. The 
mayor wDL above all quali- 
ties, need the skin and tact 
to act as the director of Lon- 
don's diversity, encouraging . 
and persuading other organi- 
sations to work towards 


more coherent, shared goals. 
Nick Raynsford, the minister 
for London who has devel- 
oped the proposals, wants 
one of the effects of the 
changes to be a "massive 
extension of the concept of 
partnership . 

The mood is right for this. 
There is growing recognition 
that successful reg e ner ati on 
policy Involves tying maty 
economic, social, educa- 


tional, environmental and 
other threads together and 
working across narrow 
organisational boundaries. 
London’s private sector is 
showing more willingness 
than in the past to become 
involved in issues that were 
o nce left to local politicians. 
The three main representa- 
tive business organisations — 
the London Chamber of 
Commerce and Industry, 




Confederation of British 
Industry London region and 
London First - have com- 
bined to form a business 
board, designed to produce a 
stronger private sector con- 
tribution to economic devel- 
opment issues. 

One of the most important 
relationships, however, w£Q 
not be between the mayor 
and the .myriad of organisa- 
tions responsible for deliver- 
ing services In the capital 
and advancing its prosperity. 
It will be between the mayor 
and the government: 
Although some reformers 
hope the changes to Lon- 
don's government will 
enable the capital to become 
a testbed for innovations 
such as congestion charging 
and business improvement 
districts, the mayor win not 
have the extensive local tax- 
raising powers of many of 
his or her overseas counter- 
parts. 

The greatest uncertainty 
of the new arrangements is 
over whether a household 
name, popularly elected 
mayor and a central govern- 
ment responsible for provid- 
ing most of the money to 
run London's public services 
wiQ collaborate or collide. 

With its tiny resident pop- 
ulation, the first referendum 
result on May 7 will be 
declared from the Corpora- 
tion of London, the local 
authority for the Square 
Mile. The City was first 
granted a charter allowing It 
to elect a mayor in 1215; suc- 
cessive monarchs then 
sought to constrain the may- 
or’s powers. Time alone - in 
this case nearly 800 years - 
has not removed the poten- 
tial for tension between Lon- 
don and national govern- 
ment. and it is sure to 
resurface in the reaction to 
next week's white paper. 
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THE MILLENNIUM EXPERIENCE 


Time for thought at Greenwich 




Celebrations in 2000 will provide positive 
economic spin-offs, but some people have 
their reservations. Brian Groom reports 


Amid all the controversies 
about the Millennium Dome, 
there should be one haven of 
agreement on the economic 
benefits it will bring to the 
borough of Greenwich and 
the regeneration of south- 
east London. 

What could be wrong with 

apian to regenerate part of a 
300-acre former gasworks, 
derehet for more than two 
decades, the largest undevel- 
oped jrite an the Thames? Sir 
Michael Pickard, chairman 
of the London Docklands 
Development Corporation, 
described the government's 
decision last .year' to press 
ahead with the dome as the 
“best possible news for 
area*... 

In fact, many local resi- 
dents have mimi feelings. 
These &c«s mainly on the 
disruption likely -to - be 
caused <tofogr 2OO0 when at 
least 12 m people descend cm 
an area which already suf- 
fers some of London's worst 
problems of traffic conges- 
tion and' poDntiflh. \ 

The New. Millennium - 
Experience Company, the 
dam&*a-arganiser,_i& working 
hard to fooR the. disruption. ■ 
Only 35,000 visitors will be 
allowed at each « y«rihn of 
whkb there will be two a 
toy at peak times. . 

The site itself win be car- 
free, apart from those of dis- 
abled drivers. Many visitors 
are expected to travel on fire 
new Jubilee Use under- 
ground railway extension - 
tf it’Js completed m time. .. 

_ The dome wih have park- 
ing for -SOO , coaches. There 


will be direct access by river 
from central London and 
shuttle boats from Green- 
wich to the millennium site. 
Park-and-rlde and park-and- 
sail sites are planned, along 
with a guided tour bus from 
Chariton railway station and 
new cycle and pedestrian 
routes. 

A controlled parking zone 
will be installed around the 
site to protect residential 
areas. Even if all these mea- 
sures work, however, the 
narrow streets in the centre 
of Greenwich are likely to 
suffer gridlock every mid-af- 
ternoon. 

A particular environmen- 
tal flashpoint is New Millen- 
nium's proposal to site one 
of its five park-and-ride and 
park-and-saO sites at Falcon- 
wood Field, a wild meadow 
next to Oxleas Wood, which 

was saved from development 
in one of the great environ- 
mental battles of the 1980s. 

Protestors say that build- 
ing a l,40D«pace car park on 
the field would negate the 
main benefits of choosing 
Greenwich for the dome 

.laths’ than a greenfield site 

near Binning* 1 *™ ** ^ 
on derelict land, and can be 
reached entirely by puchc 
transport. Greenwich coun- 
cil has postponed a decision 
until after London's local 
elections in May- J . 

There is little doubt, 
though, that if the dome is 
successful it will bring eco- 
nomic benefits. Since Lon- 
don’s docks began their 
steep decline in the 1980*. 
politicians have sought to 


spread the capital’s western- 
biased prosperity eastwards 
along the Thames. Canary 
Wharf is finished: Greenwich 
is the next obvious place. 

The dome is part of an 
overall plan to regenerate an 
area which has high unem- 
ployment and deprivation 
alongside its historic naval 
buildings. The windswept 
Greenwich peninsula, for- 
merly owned by British Gas, 
was sold in 1997 to English 
Partnerships, the regenera- 
tion agency, which commis- 
sioned the Richard Rogers 
Partnership to draw up a 
masterplan. Current plans 
include 3,000 homes, a busi- 
ness district and industrial 
and retail areas. 

The direct benefits from 
the dome include 7,000 jobs - 
2,000 during construction, 
and 5,000 during 2000. 
Through agreements with 
the borough of Greenwich, 
investment is taking place in 
employment and training 
schemes and in educational 

and cultural activities. Other 
legacies include the Millen- 
nium Park, a public open 
space, a riverside walk with 
cycle routes from historic 
Greenwich to the exhibition 
site, and the Meridien pier 
on the Greenwich site. 

Immediately south of the 
dome will be the 1.400-home. 
cosnm Millennium Village, 
chamuioned by John Pres- 
cott, the deputy prime minis- 
ter. Some commentators 
believe this will make more 
of a difference to the way 
people live in the future 
than anything exhibited 

inside the dome. 

The village will include 
homes for different income 
groups - designed so the sta- 
tus of the occupants is not 
obvious from the outside - 


along with business and. 
retail development, schools 
and other community facili- 
ties. It will have recycled 
waste water and its own 
power plant running on 
renewable energy, and 
“breathing fiacades" - allow- 
ing ho mes to be ventilated 
through permeable walls 
rather than open windows, 
thus slowing heat loss. 

These schemes are at the- 
heart of wide-ranging plans 
by the Greenwich Water- i 
front Development Partner 1 
ship, involving the local i 
authority, community and 
business groups, formed in i 
1991 to encourage the devel- j 
opment of L000 acres of dere- j 
lict land an various sites: 

Plans include Greenwich 
Reach 2000, a scheme by 
Clearwater Estates for a 
cruise liner terminal with 
adjacent retail, leisure, res- 
taurant and hotel space - 
though there are doubts 
whether the terminal will be 
ready in time for US cruise 
liners to berth there to see in 
the nriBenmum. 

The dome, though, over- 
shadows everything. The 
biggest anxiety is that a 
worthwhile, long-term use 
should be found when it is 
sold after 2000. Its Teflon 
cover will last at least 25 
years, and is replaceable. 

A concert bah, conference 
centre or sports complex are 
among the suggested uses. 
The government says it has 
had two salons expressions 
of interest so far. Greenwich 
residents are likely to 
reserve judgment until they 
hear the outcome. If the 
dome tinned out to be an 
u nusab le white elephant,, it 
would get Greenwich’s mil- 
lennium off to an inauspi- 
cious start 
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Crawford Beveridge: *We had to put together a team to handle a complex package within eight days’ 


photo - Glasgow HeraM 


Scotland revels in its freedom 


Crawford Beveridge, head of Scottish 
Enterprise, talks to James Buxton about 
the organisation’s work and the potential 
challenge from south of the border 


Crawford Beveridge, chief 
executive of Scottish Enter- 
prise. should have reason to 
feel content. The regional 
development agencies 
(RD As) planned for England 
are not going to have any- 
thing like the range of func- 
tions which make Scottish 
Enterprise such a powerful 
body and so should not ini- 
tially pose much competition 
to Scotland. 

There is little evidence 
that the government will 
restrict Scottish Enterprise's 
freedom to attract inward 
investment, even though it 
may still wish to do so: 
indeed Locate in Scotland's 
recent success in persuading 
Cadence, a US software com- 
pany. to place a big research 
centre in Scotland demon- 
strates how useful that free- 
dom can be. 

Although Scottish Enter- 
prise is reviewing its strat- 
egy this is unlikely to lead to 
big changes in the organisa- 
tion, at least until the Scot- 
tish parliament comes into 
existence from 2000. 

Not that Mr Beveridge, 
who has been running Scot- 
tish Enterprise since its for- 
mation in 1991, would be so 
tactless as to decry the 10 
regional development agen- 


cies which will open in 
England in April 1999. He 
says they will provide com- 
petition to Scottish Enter- 
prise, and “competition 
keeps you sharp”. 

But he also acknowledges 
that the agencies will not 
have the range of powers 
that Scottish Enterprise 
enjoys. The Glasgow-based 
organisation is responsible 
far both economic develop- 
ment and training, as well as 
far attracting inward inves- 
tors, and controls 13 local 
enterprise companies, the 
Scottish equivalent of the 
TECs. 

The RDAs will handle 
urban , and rural regenera- 
tion and draw up regional 
economic strategies, but the 
department of trade and 
industry will control the 
handing out of regional 
selective assistance, while 
the department for educa- 
tion and employment will 
continue to supervise the 
training and enterprise 
councils (TECs). 

“It’s difficult to know how 
it’s going to end up.” says 
Mr Beveridge. “But a lot of 
what they are going to do is 
co-ordinative rather than 
managerial. We've got a 
wide range of powers and 


they had. hoped for the full 
toolkit. But it still sounds 
pretty good.” He concedes, 
however, that “it is enor- 
mously useful for us to 
report to just one ministry, 
the Scottish Office”, which, 
he might have added, roots 
unwaveringly for Scotland. 

The most obvious area in 
which the RDAs would com- 
pete with Scotland is over 
foreign direct investment. 
He says there had recently 
been H a roaring silence” on 
the vexed issue of the con- 
cordat between the DTI, 
Scotland and Wales cm their 
freedom to attract potential 
inward Investors in advance 
of the setting up of the 
RDAs, with a bigger role 
possibly going to the Invest 
in Britain Bureau QBB). 

Mr Beveridge politely 
questions whether, if the 
RDAs were all to set up 
offices In foreign capitals to 
entice ■ inward investors, 
“they would enjoy the same 
brand recognition as Scot- 
land and Wales have". 

“In any case, the bulk of 
the inward investment Scot- 
land gets, which is twice as 
much as you would expect 
us to obtain on the basis of 
our share of the UK popula- 
tion. Is not won in competi- 
tion with other parts of the 
UK but with Ireland. Locale 
in Scotland is a very effec- 
tive and experienced organi- 
sation. If its powers were 
curbed the projects we win 
might not come to the UK." 

In the case of Cadence, a 


California-based software 
company. Locate in Scotland 
got wind of the project 
shortly before the company 
was to make a decision 
between setting up in 
Ireland, Israel or Malaysia. 
“We had to put together a 
team to assemble a complex 
package within eight days. 
We couldn’t have done that 
if we had had to go to the 
IBB and get the DTTs con- 
sent first” 

The Cadence project, 
which is described in detail 
on Page 7. should create 
1,300 jobs for well-paid soft- 
ware designers by 2002, and 
is enormously gratifying to 
Mr Beveridge. “I’ve long 
held the view that we had to 
move into higher val- 
ue-added jobs. If we could 
get a couple of hundred R&D 
jobs from a company Td per- 
sonally walk away from 
2,000 low-tech assembly 
jobs.” He concedes, however, 
that “it’s always nifty for 
ministers to be able to say 
there are a thousand or so 
jobs coming somewhere”. 

Almost from the moment 
he arrived back In Scotland 
from a top post with Sun 
Microsystems in California 
Mr Beveridge has been dis- 
mayed at the failure of Scot- 
land to start more busi- 
nesses. In 1992 he launched a 
business birthrate initiative 
aimed at changing anti-busi- 
ness attitudes and overcom- 
ing the reluctance of the 
vast majority of Scots to 
start theta: own companies. 


Now the TECs run pro- 
grammes to train entrepre- 
neurs, business forums are 
held at which young compa- 
nies face examination by 
their peers, and Scottish 
Enterprise has expanded its 
funding for equity invest- 
ment in small companies. A 
related Initiative began to 
encourage academics to 
become entrepreneurs. 

But after five years tbe 
results are Inconclusive. 
There has been an upturn in 
tbe number of enterprises 
formed but the gap between 
Scotland’s rate of new busi- 
ness formation and the more 
impressive rate for the UK 
as a whole has not nar- 
rowed. On the other hand, it 
has not widened in the cur- 
rent economic upturn to the 
manner it did In the past 

“It’s way loo early In tbe 
game to say the business 
birth rate initiative is not 
working.” says Mr Bever- 
idge. “This is a programme 
to change people's attitudes. 
The number of people saying 
they are enthusiastic about 
starting their own business 
has jumped by 200,000 to 
800.000 since 1992. Now we 
are waiting to see it feed 
through. 

“But Tm very encouraged 
by the quality erf some of the 
startup companies we’ve 
seen recently in multimedia 
and software. These are com- 
panies that are taking on the 
world, not some lifestyle 
business where tbe guy just 
wants to buy a yacht" 


REPORTING BRITAIN 


Reporting Britain, the FTs regular report 
on developments in Britain's regions win 
next appear on April 16 and then on the 
third Thursday of each month, with the 
exception of August and January. 

Each Issue will contain a focus on 
one or more regions, in which 
economic, industrial, political and social 
developments will be analysed. New 
urban regeneration initiatives and the 
latest inward Investment trends will also 
be featured, together with case studies 
and profiles of prominent schemes and 
individuate. 

The April issue wffl include special 
focuses on the East Midlands and Kent 
and a report an Call Centres. Other 
features wIB examine inward investment 


and urban renewal. 

Com m ents on this Issue, or ideas for 
future issues, are welcome and should 
be sent to the Editor, Reporting Britain, 
Surveys Department, Financial Times, 
One Southwark Bridge, London SE1 
9HL Fax: +44 <0)171 873 3197. 
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VIEWPOINT* BY BRIAN GROOM 

The case for 
growth led 
by our cities 

Time will tell whether regional . 
assemblies ever come into existence, 
or whether they fall victim to tie 
seduction of central power 


Can tbe cities, once viewed 
as basket cases as people 
fled to suburbs, countryside 
and smaller towns, became 
the wealth generators of a 
regionally-focused nation? 
Ian Hamilton Fazey, the 
FTs former northern 
correspondent and a 
frequent contributor, puts a 
strongly argued case for 
dty-led growth in a lecture 
given recently at 
Manchester Cathedral, and 
now published by the 
Diocese of Manchester. 

It is an argument which 
challenges government 
policy as weO as 
commonly -held views of 
economic development. 

John Prescott, the deputy 
prime minister, based plans 
for nine English 
development agencies on 
existing government office 
regions partly to avoid the 
dominance of city-based 
economies, as well as to 
avoid arguments about 
boundaries. Mr Fazey, 
while accepting grudgingly, 
that “we have to live with 
them for now", sees these 
regions as diffuse and 
vagne areas defined - -. 
arbitrarily by edict. 

He is unconvinced by the 
government’s decentralist 
credentials. While the last 
government had rigid. . 
anti-democratic views 
about regional 
development, he believes 
New Labour is showing 
worrying signs of . 
developing its own 
orthodoxy from which 
dissent will be difficult He 
doubts that English 
regional assemblies, 
deferred until the next • 
parliament, will ever 
happen, as ministers 
become addicted to central 
power and seduced by 
Whitehall's wiles. This, be 
says, bodes ill for those 
governed from afar and . 
poorly served by a system 
of local government 
emasculated by the 
Conservatives. 

The core of Mr Fazey’s . 
argument though, is this: 
“The key to developing 
regional wealth lies in. 
cities, and particularly in 
developing networks of 
cities clustered around a 
regional capital with 
hegemony over others." . 
This is controversial. 

Though the depopulation of 
cities may have slowed, it 
has not stopped. Many 
commentators see 
medium-sized towns as the 
strongest growth centres. 
And not everyone likes 
having a nearby city lord it 
over them. • - 

- It is certainly welcome 
that cities are recovering. 

Mr Fazey’s case is 
supported by research by 
Professor Michael 
Parkinson, of Liverpool 


what seemed to be terminal 
decline. 

. Hamburg, Rotterdam, 
Dortmund and Montpellier . 
are places where public and 
private sectors have banded 
. together to promote the 
cities on which they 
depend. All have pushed 
cities rather than regions, 
and broad economic 
development rather than 
Solutions to specific social 
problems. 

Mr Fazey argues that 
dty-led regions require 
leaders who have a wider - 
vision of the community 
ttum their own role hi it, 
developing networks within 
regions and beyond. The 
professional sectors of 
Manchester and Leeds, for 
instance, are “a 
.super-regional asset joined 
- not separated - by 35 
miles of motorway and a 
good local train service” 
rather than competing 
centres. And economic 
development most precede 
social development, which 
is.best addressed from local 
economic strength. 

His key UK test is of 
regional capitals with the 
strongest concentrations of 
quoted company 
headquarters - namely 
.'Birmingham, Manchester 
and Leeds. The north-east, 
where Newcastle has an 
incomplete professional 
. services sector, and East 
Midlands, which lacks a 
dominant capital.-have not 
so many.. 

Mr Fazey praises cities 
. which have redefined 
themselves as European, ; 
which lets Glasgow into the 
circle - and points to a 
potential weakness in the 
argument Glasgow 
embraced public-private 
.development and cultural 
renaissance in the 1980s, 
but remains riddled with 
poverty and encountered 
dire political problems in 
the 1990s. 

. There are, it seems to me, 
some Hunts to the thesis 
and some issues to be 
resolved. For one thing, 
parts of Britain do not fit 
the pattern of the 
hegemonic city state - in 
the East Midlands yon will 
wait a long time to see 
Leicester and Derby 
acknowledge Nottingham 
as their nattual leader, 
while Scotland has been 
successful in spite of deep 
"rivalry between cities. 

Few doubt the need for 
pnblic-private partnership, 
but there is some way to go 
in tackling deprivation. 
Hamburg bas Europe's 
highest number of 







John Moores University, 
who argues that- a new civic 
entrepreneurship has 
developed in Europe since . 
the 1980s, when old cities 




prospaityuesue maw*;.; 

huge poverty^ and thejury. 
wffl beaut fw year* tar 
efforts to correct it. 

- politically, Mr - 

thesis points to elected, 
mayors being themost 

fruitful potential ■ , . ; -- 

development. He would tike ; . 
to see them in BinningMm 
and the Black Country^ t - ^ 
Greater Manchester and 
Leeds-Bradfoni, followed*^ 
others in snb-region d;^ /^ 
centres such as Mersey®#* 
and Sheffield. There are • 


whether they will ha.vef. ; >% -^ 
enough power, r 

geographical range and 
independence to break the;; - 
party political stalemate, ■ 
and we should perhap&ua* ^ 
rule out the possibility of • ' . 
developments in. the 
government’s wider , v 

regions. The north-east, for , 
instance, may lack; 
economic strength but a . / , 
consensus is growing 
aronnd the likelihood of . V- 
regtonal govern m e n t. 

Mr Fazey believes cities, 
in defining their natural 
boundaries, will form a 
core for what Britain’s 
regions ought to be, 
unlocking greater 
self-sufficiency and wealth. . ’ 
Time will telL They ‘ . 

certainly have everything 
to play for. As a' rallying 
call to cities to seize their 
own future, his argument 
has undeniable power. 

“We can stand on our 
own feet and demand our . .. . 
right for a bigger say in thfe 
way we run our own lives,'" ; 
he writes, “We do not have 
to wait for a government ; 
lead.. .if we recognise, what • 
is happening in our major- 
cities and ride with it,we... : : 
will have irresistible ; / . . - 
economic forces on bur . 
side." .- 

For some cities, the days . 
in which their . ; 

wealth-creating: citizens , 

bad to.go to London to do : 
mergers and acquisitions, . 
or find jobs above a certain 
earnings ceiling, or. fly y. . ; . 
around the world, are -V 
already gone. Greater ■ 
Manchester and Leeds are 
net exporters of goods and 
services.' though 
Merseyside may stin be a r- * 
net importer. Within, each i 
network of cities and • 
towns, the strength of the ’ 
strongest must be .used to. ; 

turn the region into a net i 
exporter. . . / 

Britain needs stronger 
cities, as the national angst-'/' 
over despoiling the s 
countryside amply shows. ’ ~ 
We will all be the richer if / 
the self-help which created .- --" 
them is reawakened. ‘ i: 

brian.groonMatft.com 

Options for creating wealth 
irt the regions; Manchester 
Diocesan Committee for 
Church in the Economy +44 ' 4 
(0)161 532 5253: STG2.50. 
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A^Liny household nairwt have found fjimhria an 
ideal location. Within an outstanding cnviromccnt 
they enjoy low operating costs and excellent sites. 


And Cumbria also provides a highly motivated TXfe could help you improve your turnover too. 
workforce that is skilled, loyal and adaptable. Ad >7 / H OATO TA 
For further information please call us today V/ X / O O O *3 V_/ 



CUMBRIA INWARD INVESTMENT AGENCY, REDHILLS, PENRITH. CUMBRIA CAIl DDT TELEPHONE: tM7«8 BPS JSD FAX: 017«8 B9S510 6-MAIL: !00277.177Jlg. enB ,pii„r**.eq 


WILL WORK FOR YOU 
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Growth is expected to surge 
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Manufacturing is seen as an essential part 
of future strength, backing up finance and 
business service sectors, says Alan Pike 


World city. Do minan t 
national capital. Pivotal eco- 
nomic influence in south- 
east E n gl a nd. Complex mix- 
ture of local and sub-re- 
gional economies. All these 
features of London (dll need 
accommodating in the over- 
all economic strategy of the 
capital's new regional devel- 
opment agency. 

Provisional figures for 1996 
estimate London’s GDP to be 
more than £93bn - 14.8 per 
cent of the UK total Work- 
place-based GDP per head of 
population is substantially 
higher in London than any- 


where else in the UK. 
although the difference is 
inflated by commuters who 
work in the capital but live 
outside it 

The London economy 
exceeds the national average 
on a number of other indica- 
tors - both positive ones, 
such as manufacturing pro- 
ductivity. and negative ones 
including unemployment 

London Chamber of Com- 
merce and Industry’s Lon- 
don Economy Model, a joint 
initiative with the Centre for 
Economics and Business 
Research, forecasts London 


GDP growth will outstrip 
that of the UK and average 3 
per cent per »mvmn in 
1998-2001. London’s 
and business services sector 
is forecast to experience the 
greatest growth rate this 
year - 45 per cent - while 
averaging an annual 46 per 
cent over the 1998-2001 
period. 

In common with other 
large international centres, 
London's economy is sendee- 
dominated. Financial ser- 
vices is the biggest single 
business sector while, in 
employment terms, educa- 
tion, health, distribution, 
hotels, catering and business 
and professional services all 
provide more jobs than man- 
ufacturing. Even so, manu- 
facturing still contributes 


around 13 per cent of Lon- 
don’s GDP and accounts for 
10 per cent of aH UK manu- 
facturing. 

Given the huge impor- 
tance of financial and other 
services to London, some 
observers forecast a future 
for the city based almost 
entirely in the service sector, 
others still attach impor- 
tance to manufacturing. In 
reality, London will probably 
develop Increasingly speci- 
alised functions in services 
and manufacturing. The cap- 
ital is as capable of losing 
back-office financ ial services 
functions as basic engineer- 
ing ones, but has shown it 
can re tain high value-added 
activities in both sectors- 

London economic develop- 
ment organisations strive to 


exploit the city's ability to 
build critical mass in new 
and changing industries. 
London First Centre, the 
inward investment agency, 
is at present making concen- 
trated efforts to further 
strengthen the capital ’s pre- 
eminence in media indus- 
tries. There are some 11,000 
media businesses In London, 
ranging from print, broad- 
casting and business infor- 
mation to film , music and 
new multimedia. 

Sir Colin Marshall, the 
British Airways chairman 
who is president of the Can- 
federation of British Indus- 
try and r>p,Trman of Loudon 
First Centre, says: "For a 
long while public policy 
encouraged business to leave 
London, creating unsmploy- 
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ment. The need for an 
inward investment role has 
been recognised only 
recently. But a strong, 
diverse London economy is 
essential for the UK. 

“I believe one of the priori- 
ties is to do a better job of 
getting people to understand 
the importance of manufac- 
turing. Another is to focus 
on the severe deprivation 
that still exists in parts of 


FINANCIAL SERVICES 


Foreign ownership drives expansion in the City 


This highly successful cosmopolitan city is 
losing many of its great old names, 
especially In banking, writes Peter John 


A wave of mergers and 
acquisitions in recent years 
has seen a buoyant City of 
London become almost 
bereft of British participa- 
tion in some areas. 

Of the 400-plus banks oper- 
ating in the capital, 150 are 
horn the EU. more than 40 
are Japanese. 70 are from 
other parts of Asia. There 
are 33 from the US and Can- 
ada, 32 Arab operations and 
almcst 30 from Africa and 
Latin America. 

London has never been so 
successful as a financial cen- 
tre - and yet so foreign. 

hi the securities markets, 
for example. 1997 was- a 
record year with a new high 
being achieved in three 
areas. In the Euromarkets, 
trading in international 
bonds reached £8,450bn, a 45 
per cent rise on 1996, while 
dealing in UK equities at the 
London Stock Exchange 
passed £l,000bn for the first 
time to reach £l,013bn. - 

Cross-border trading in 
foreign equities reached 
£1.443bn, a rise of 39 per cent 
on the previous year. Trades 
booked in London account 
for an estimated 60 per cent 
of all cross-border trading, 
and twice that of New York 
and Nasdaq combined. 

This strong growth has 
given Britain, and in particu- 
lar London, a dominant posi- 
tion in the international 
securities markets. “It repre- 
sents the resurgence of an 
industry which only a quar- 


ter of a century ago was 
largely domestic in orienta- 
tion” according to Jeremy 
Seddon, chief executive of 
British Invisibles, the organ- 
isation which promotes the 
international activities of 
UK-based financial institu- 
tions and professional and 
business services. 

This rrnrvfflflrtriing position 
is on e of the main reasons 
for the strong attraction 
London has exercised far for- 
eign banks over recent 
years, with many of the larg- 
est Investment banks and 
securities houses from the 
US, Japan. Germany, Swit- 
zerland, the Netherlands and 
France, building up big secu- 
rities operations, often 
through acquisition of UK 
firms. 

They supply a substantial 
volume of risk capital and 
make an important contribu- 
tion to London’s predomi- 
nant position in dealing in 
foreign equities and the 
Euromarket. 

Paradoxically, however. 
London’s pre-eminence 
appears not to have made it 
any easier for UK institu- 
tions to build up compara- 
ble, strong, international 
burin esses. 

Both Barclays and 
National Westminster, the 
two retail banks have made 
costly exits from investment 
banking. Evocative names in 
British banking - the rumps 
of Barclays de Zoete Wedd 
and Wood Mackenzie, the 


Edinburgh-based broker that 
mutated into NafWest Mar- 
kets - have joined earlier 
casualties, such as Scrim- 
geour Vickers and Kit cat & 
Attken. 

The cost to Barclays of dis- 
posing of the BZW equities 
investment banking busi- 
ness rose to £888m - a pain- 
ful price for a unit that gen- 
erated only £400m of 
revalues a year, and which 
lost Ellm in 1996. 

Last month National West- 
minster Bank finally drew 
the nir t ah is on a grim year 
that saw the end of Its 
dreams of building a global 
investment hanking empire. 
By the time it announced its 
annual figures, the pre-tax 
loss for NalWest ilarkets for 
last year had climbed to 
£706m. 

Meanwhile. Deutsche 
Bank announced plans to 
shake op its global invest- 
ment hanking business. The 
changes were expected to see 
London-based Morgan Gren- 
fell lose its 160-vear-old 
name and much of its auton- 
omy. 

James Capel and Hoare 
Govett, two of the longest -es- 
tablished names in domestic 
broking, have finally disap- 
peared as HSBC and ABN 
Amro have excised them 
from the company banner. 
And Societe Generale 
Strauss Turnbull, the French 
hank, hag r enamed itself SG 
Securities. 

The background to these 
shifts is fne raaring competi- 
tion. That has led to 
searches for new ways of 
generating cash which in 
turn have led to some high- 
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“Developing 
the future” 

"Chemical processing is a 
skill which requires high 
quality training. My local 
Training ft Enterprise 
’/ Council works in 

A 

rfg partnership with industry 
IS and higher education to 
provide our young people 
with the best facilities, the 
best training and the best 
possible start to a long- 
term career structure. “ 
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profile losses in the deriva- 
tives industry 

Nor is it just UK banks 
that have suffered. Union 
Bank of Switzerland was 
widely believed to have lost 
at least £270m on equity 
derivatives last year and 
possibly as much as £lbn. 
Even UBS’s merger partner. 
Swiss Bank Corporation, is 
reckoned to be suffering 
derivatives-related pain. 

The difference is that 
while NatWest and Barclays 


have retreated to their high 
street roots, UBS and SBC 
have reinforced their global 
positions. 

Many veterans believe the 
changes over the past few 
months represent the final 
act In a drama that started 
with Big Bang in 1986. 

The first part of change 
was one of merger rather 
than reduction. Jobbers such 
as Akroyd and Smith ers got 
together with research 
houses such as Rowe & Pit- 


man to become SG Warburg. 

Recently, the introduction 
of order driven-trading, to 
bring the UK in Use with the 
US. has pronounced sen- 
tence on marketmaking as 
the mainstream profit centre 
of broking. 

It remains to be seen 
whether the increased trans- 
parency and streamlining 
will encourage sufficient 
overseas investment to com- 
pensate for the deterioration 
in dealing margins. 


London, while transport is a 
further obvious priority. 
There is such an absolute 
need for investment in the 
Underground. The money is 
around, provided proper 
arrangements can be struc- 
tured for the private sector 
to play its part” 

London has, by far, the 
nation's highest proportion 
of employees with degrees or 
equivalent qualifications - 
23 per cent compared with a 
UK average of 14 per cent - 
and successful education 
and skills strategies are criti- 
cal to the capital's future 
prosperity. Educational 
attainment levels are polar- 
ised across the capital, 
although a number of Lon- 
don's relatively poorly-per- 
forming Inner-city education 
authorities showed good 
rates of progress in recent 
national examination league 
tables . 

This month sees the 
launch of an initiative to 
advance higher education's 
contribution to the capital's 
economy. The scheme, called 
London Learning, is 
designed to improve links 
between universities and the 
private sector, increase 


higher education’s part in 
regional development and 
highlight and market 
research and training being 
carried out in London uni- 
versities. 

Partnerships are certain to 
play an ever more signifi- 
cant part in the capital’s eco- 
nomic development. The 
Local Futures Group consul- 
tancy, in reports for the Lon- 
don Tec Council and the 
Association of London Gov- 
ernment has pointed to the 
fragmented nature of Lon- 
don’s present partnership 
arrangements. There are, 
says the group, more that 
150 sub-regional partner- 
ships in London - although 
it says this is a product of 
public funding requirements 
and is “not reflective of any 
radical thinking cm London's 
sub-regional economic devel- 
opment”. 

It calls for greater co-ordi- 
nation and integration, and 
adoption of a strategic 
framework to reconcile 
“competing regeneration 
agendas” which focus on the 
pursuit of economic competi- 
tiveness, social inclusion 
and environmental sustaina- 
bility. 
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DOCKLANDS 


The old port 



boroughs are 


transformed 


The East End, having lost its important 
maritime work, is now thriving again with 
fresh industries. Alan Pike reports 



PROPERTY 


“As a general proposition we 
think that port activity 

should be moved away from 
the centre of London and 
there is. on the face of things, 
land at these docks which 
could be valuable for redevel- 
opment. n 


Members of the Rochdale 
committee of inquiry into 
British ports, commenting in 
1962 on the relatively small 
and specialised up-river 
London and St Katharine 
docks, could not have 
guessed the scale on which 
their general proposition 
would turn out to be an 
understatement. 

Within six years of the 
report rationalisation had 
closed the London, St 
Katharine. East India and 
Surrey docks, starting a pat- 
tern of closures which 
spread down the Thames to 
all the capital's remaining 
docks, including the giant 
Royals group. 

Dockland boroughs to the 
east of London have wit- 
nessed two transformations 
since the Rochdale report 
generating equally dramatic 
sets of statistics. During the 
closure period, employment 
in the Port of London and its 
dock-related industries foil 

by 150,000 - 20 per cent of all 
Thamesslde east London’s 
Jobs at a time when employ- 
ment nationally declined by 
only 2 per cent 

The second transformation 
began in July 1981 when the 
establishment of the London 
Docklands Development Cor- 
poration initiated Europe’s 
most ambitious urban regen- 
eration scheme. At the end 
of this month the LDDC 
itself will be wound up, leav- 
ing behind around £9bn of 
new investment £79bn of it 
from the private sector. 

hi one of a soles of mono- 
graphs prepared to leave a 
permanent record of the 
LDDC, the corporation 
acknowledges continuing 
arguments over whether, if 
the regeneration of Dock- 
lands had been carried out 
differently, the results would 


have been better for the - 
area’s original residents. It ' 

concludes that “we will 
never know the answer. to 
this". 

But Sir Michael Pickard, 
the c or por a tion's chairman, 
is convinced that a single: . 
purpose powerful urban V 
development corporation 
(UDC) was essential to. 
address the scale of issues 
involved. Although all the-' 
Rw gHqh UDCs wind up thin 
month, he believes the con- 
cept will be reinvented at 
some future stage when cam- ' 
prehenslve development 
issues again need address- 
ing. 

Sir Michael shows unres- 
trained enthusiasm far the 
new Docklands. “Canary 
Wharf has joined landmarks ‘ 

such as St Paul's Cathedral 
and Buckingham Palace as a' 
visual symbol of London 
around the world," he says. 
“Although Canary Wharf 
covers only 200 acres of the 
5,500 acres for which LDDC 
has been responsible, it has 
played a remarkable part in 
promoting the image of 
Docklands, wnd it is fahnlmw - 
for us to be signing-off with' ' 
it 98 per cent fulL 

“Overall occupancy rates 
In Docklands are 92 per cent, 
broadly similar to the rest of 
London. The Docklands pop- 
ulation has doubled since 
LDDC was formed. By 2000 
there will be 100,000 people 
working in the area, com- 
pared with about 27.000 
when we started. All this 
was made possible by a 
transformation of the trans- 
port infrastructure. overcom- 
ing a perception that dock- 
lands was remote and 
inaccessible.” 

LDDC's remit will transfer 
to a series of successor bod- 
ies - British Waterways will 
assume responsibility for the 
West India and Millwall 
docks, with English Partner- 
ships taking on some uncom- 
pleted regeneration projects. 
Most importantly, the east 
London borough councils 
will regain fun respansfiriUty 
for the Docklands area - 
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Ongoing educational resource available on CD-Rom 


‘When we 1 re gone, education afists aid 
JounwHsts be pkAdng over our 
bones, " says Sunny Crouch, the London 
Docklands Development Corporation's 
director of marketing and piMoafMn, 
writes Stephen McGooMn. “So what we 
have dona Is lay the har dw a re for the 
Mn. 1 

As the LDDC comes to the end of Its 
work, there was' concern that the unique 
vtaualmources accumulated through 
hi stor i ca l reeear ch and used In the 
visitor centre end site tours should not 
be loot 

. The LDOC was aiso keen that study of 
the Docklands area should continue as 
part of the national curriculum. 

Putting the story of Docklands onto a 
multimedi a CD-rom wfll ensure that there 
Isa continuing resource avaflable for 


studying the subject 

"Each year, thousands of students of 
afl ages visit London Docklands to see 
one of the world's largest and most 
successful examples of isban 
regeneration,” says Ms Crouch. 

“With us ceasing our activities, the 
tour facffitfes geared specifically to 
schools as well as the information packs 
and eunrfeulum materi al s wB no longer 
be available. The London Docklands 
CD-Rom win help provide an ongoing 
educational resource for many yams to 


The PictureBase system from 
multimedia developer AVP 
(www.avp.ca.u/0 was chosen as the 
format for coM a l l ng the corporat i on's 
visual resources in an attempt to 
bridge the gap between the end of 


the LDDC and the opening of the 
Museum of Docklands at the turn of the 
century. 

The PC format CD- Rom is spfit into 
five modules; history, regeneration, 
planning and design, ecology and 
rebuddlng a community. The topic arses 
are cfirectfy related to sections in the 
National Curriculum for history, 
geography, art, design, technology and 
science at key stages 2£ and 4. 

It wffl cost £69 for a five-user she 
fleence 

PfctureBase CDs use a 
cross-referencing system which allows 
users to search any (fisc In the series 
from any other and build them Into a 
seamless multimedia encyclopedia, as 
we> as allowing customisation, so 
tea ch ers can insert their awn notes. 


raising many questions 
about future regeneration 
strategy In a part of London 
which still faces serious 
deprivation problems. 

Newham council, under a 
determined leadership - it 
was shortlisted five times in 
this year's Local Govern- 
ment Chronicle national 
awards for excellence in 
local government - has 
evolved an ambitious strat- 
egy to bttQd an the LDDC’s 
legacy to the advantage of 
the borough as a whole. r ; . 

London City airport, . one 
of the LDDC’s most visible 
landmarks, is in the former 
Royal docks to the south of 
the borough- It will be joined 


there by a new international 
exhibition centre and a 
Docklands campus of the 
University of East London as 
part of a high quality busi- 
ness park. 

“East London has tradi- 
tionally been a staging post, 
where many families set up 
their first home but then 
moved out," says Robin 
Wales, the council's Labour 
leader. “Our objective is to 
make Newham a place 
where people will choose to 
stay. 

“The borough is close to 
central London, has excel- 
lent transport connections, 
affordable housing and a 
young, cosmopolitan com- 


munity. But we will only 
persuade people to choose 
Newham by successfully 
implementing an approach 
to regeneration which 
touches all aspects of their 
lives." 

At the centre of the bid to 
give Newham the Image of a 
“place of opportunity rather 
than poverty and neglect" is 
a concerted drive to raise 
standards. The council has 
set itself ambitious targets 
for doing this in own ser- 
vices - it can claim to have 
the fastest Improving 
schools in the country mea- 
sured by recent GCSE 
results. And councillors are 
urging other partners to join 


in building confidence in the 
borough, creating “local 
showcases” to demonstrate 
its ability to improve. 

“Our strategy Is to harness 
the energies of every local 
organisation, private and 
public, to strengthen and 
diversify Newham’s econ- 
omy, create a high-quality 
environment, improve local 
people's access to jobs and 
improve the image of the 
borough,” begins Newham's 
regeneration strategy. It con- 
tinues with the confident 
assertion: “By 2010 Newham 
will be a major business 
location and a place where 
people will choose to live 
and work." 


REGENERATION 


Some nervous waiting for Thames Gateway 


The Channel rail link decision will be an imporarit factor in redevelopment of a severely deprived area Alan Pike reports 


Regeneration plans for 
London's Thames Gateway 
were launched at the end of 
last year with remarkable 
confidence for an area that 
contains some of the coun- 
try’s most severe deprivation 
problems. 

The confidence arose from 
three spots marked promi- 
nently on the Gateway’s 
regeneration map - King's 
Cross, Stratford and Ebbs- 
fleet, the international sta- 
tions on the proposed 
high-speed Channel tunnel 
rail route through Kent and 
north London. 

Only weeks later, London 
& Continental Railways had 
warned that the rail project 
faced collapse after the gov- 
ernment refused an extra 


£1.2bn public funding. 
Thames Gateway London 
Partnership was left fearing 
that its regeneration strat- 
egy, so heavily dependent on 
Uxe rail link, would collapse 
with it. 

The uncertainty continues. 
London & Continental Rail- 
ways has until the end of 
this month to finalise new 
proposals for financing the 
project, although it could be 
several months mare before 
all details of a possible res- 
cue package are clarified. 

Thames Gateway London 
Partnership's offices are at 
Stratford, east London, a 
19th century railway town 
that hopes a new railway 
age will revive its economy 
in the 21st century. With the 


ardfitecturafly-etrQring east- 
ern terminal of the Jubilee 
Line: underground railway 
extension already nearing 
completion there, the Chan- 
nel tunnel link Would mukg 
Stratford one of London’s 
most Important rail inter- 
changes encouraging 
development of ISO acres of 
surplus land from the first 
railway era and stimulating 
a regeneration ripple effect 
throughout east London. 

“Building the whole of the 
link without phasing Is an 
essentia] component of suc- 
cessful transport and regen- 
eration policies,” says Kevin 
Kingston, the partnership's 
director. “Failure to build 
the route through Thames 
Gateway to King's Cross 


would deny the north of the 
country full access to 
, high-speed Channel tunnel 
services and put regenera- 
tion strategies in London, 

the mlrilanric and tftw north 
at risk." 

Thames Gateway London 
Partnership is an active 
member of Fast Tracks to 
Europe Alliance, a nation- 
wide consortium of local 
authorities and regeneration 
partnerships that Is pressing 
the government to complete 
the link and resist any pro- 
posals for phasing construc- 
tion over a number of years. 
It says phasing would stunt 
economic development 
potential and blight large 
areas of London and Kent, 

where the proposed new 
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Ebbsfleet station alone is 
predicted to stimulate eco- 
nomic development provid- 
ing up to 25,000 jobs. 

The Thames Gateway 
regeneration region extends 
from inner London to Sheer- 
ness and Sittingbourne in 
Kent and is the responsibil- 
ity of two partnerships, the 
London one and North Kent 
Success. 

Thames Gateway London 
Partnership - which 
describes its development 
strategy as “Europe’s largest 
and most ambitious regener- 
ation Initiative” - does not 
seek to disguise the severe 
problems of deprivation, 
unemployment and skills 
mismatch which affect parts 
of inner London. But it bal- 
ances these with an impres- 
sive list of positive attributes 
- London's largest concen- 
tration of manufacturing 
businesses; Europe's largest 
development site In Dock- 
lands; three t m lvfflsities and 
11 other colleges: the UK’s 
hugest retail site at Lake- 
side, Essex. 

Another important force 
for regeneration in the 
north-east of the capital is 
the Lee Valley Partnership, 
working to revive the 16-mile 
London corridor of the river 
Lee. Lee Valley lost half its 
traditional manufacturing 
employment base - some 
26,000 jobs - during the 
19808, and the 1990s has seen 
the start of painstaking 
efforts to restructure the 
economy. 

The partnership, initially 
an affiance of local authori- 
ties and training and enter- 
prise councils but now 
organised on a joint public- 
private sector basis, was one 
of the first urban partner- 
ships in a European capital 
It. succeeded in attracting 
more than £S0m In EU funds 
in 1994-96, and a further 


£62m for 1997-99. 

Manufacturing - remains 
Important to Lee Valley's 
economy. The partnership Is 
seeking to build on a long 
manufacturing tradition, 
and exploit the benefits of 
low operational costs, an 
entrepreneurial culture and 
the area’s "vast surrounding 
markets”. But it says envi- 
ronmental problems, patchy 
transport links and a low 
grade, outdated infrastruc- 
ture must be addressed. 

In west London, another 
public-private sector joint 
venture - Park Royal Part- 
nership - has developed 
more than 2m square feet of 
new commercial and indus- 
trial space and created 5,000 
jobs and £400m worth of 
investment during the past 
four years. 

Public and private sector 
organisations have this year 
combined on a further ven- 
ture - West London Inward, 
an inward investment and 
development agency cover- 
ing the London boroughs of 
Hounslow, Hillingdon, Rich- 
mond upon Thames, Ealing, 
Harrow, Brent, Hammer- 
smith 4e Fulham and the 
Surrey borough of Spel- 
thorae. The agency’s private 
sector supporters include 
BAA, British Airways, Gil- 
lette, SmithKUne Bee ch am , 
British Telecommunications, 
Ramada, Slough Estates and 
National “Westminster. 

“West London has a dis- 
tinct and vital identify 
within London's economy 
and the area contains enor- 
mous potential," says Peter 
Hawkes, former head of 
Chesterton’s London plan- 
ning and consultancy team 
who is the agency's execu- 
tive director. “It is already a 
region in its own right with 
an economy equivalent to 
many major international 
cities." 


Canary Wharf 


now a beacon 


of success 


This giant office block was the target of 
much critfcsm in its early days. But Jfs a 
different story now, says Norma Co|ien 


If anything stands as a 
symbol of London’s Dock- 
lands it is Canary Wharf, the 
once-derided £4bn construc- 
tion project built on deso- 
lated land in what was once 
one of the world's great 
deep-water ports. 

The project, with its stri- 
king tower and blinking 
light - known derisively as 
the winking finger - is now 
98 per cent let and its own- 
era plan to resume specula- 
tive development to com- 
plete the project fully. 

Now more than 20,000 
workers each day stream 
into Canary Wharf, where 
the Tesco Metro does a brisk 
business from 7am till 10pm 
and shoes can be repaired or 

photographs developed dur- 
ing lunch hours. 

Rents at Canary Wharf; 
according to Rupert Cherry- 
man, partner at chartered 
surveyors Chesterton's in 
Canary Wharf, are at £30 
and more per square foot, 
■wr me £10 to £15 per square 
foot less than in the City of 
London just three miles 


headquarters building. 

Meanwhile more buildings 
are going up. An 

under development will con- 
tain a five-star hotel, luxury 
housing, leisure and retail 
facilities. Another hotel and . 
residential development fa 
scheduled for an adjacent 


away. 

I've been here 12 years 
and I've seen quite a lot of 
change in that time,” Mr 
Cherryman says. 

Early in the 1960s develop- 
ment plans for London's 
Docklands called for the cre- 
ation of low-rise, low-tech- 
nology industry in business 
park-type settings which 
could have encouraged mod- 
est job creation. But the 
establishment of an Enter- 
prise Zone set bells rin g in g 
in developers' minifo and the 
projects became increasingly 
large and grandiose. 

At the beginning Canary 
Wharf was a concept diffi- 
cult to sell Property consul- 
tants tell a possibly apocry- 
phal story of one of Its early 
proponents, G. Ware Travel- 
stead, urging investment in 
the project, reciting the 
travel times between various 
spots in Docklands and 
Buckingham Palace. It was 
finally pointed out to him 
that there was really only 
one family in Britain who 
would be interested in that 
statistic. 

From such inauspicious 
beginnings Docklands rede- 
velopment began. 

Roger Squire, joint chief 
executive of the soon-to-be- 
disbanded London Dock- 
lands Development Corpora- 
tion, says the most impor- 
tant development in the area 
has been job creation, “In 
1970 there were 150,000 
people working in this area. 
By 1980 there were 20,000. At 
the end of 1997 there were 
85,000, and by the millen- 
nium there will be 100,000. 

Most of those new jobs, he 
says, are office jobs. While 
the former dockers may not 
find new jobs, “we are hop- 
ing to employ their chil- 
dren", Mr Squire says. 

If new lettings of co mm pi- . 
dal space are a measure of 
Job creation, then Docklands 
is thriving. Mr Cherryman 
says that 850,000 sq ft of new 
space was let to commercial 
tenants In the fourth quarter 
of 1997 alone. Currently 
there is only lm sq ft of new 
space available, a number 
which suggests it is bursting 
at its seams. 

To be fair, the numbers 
belie the fall picture. Much 
of that rental occurred at 
Canary Wharf; with the new 
Financial Services Agency 
taking 363,000 sq ft of new 
space alone, it is understood 
to be paying around £22 per 
sq ft with an 18-month rent- 
period. A further 275,000 
sq ft of new space is being 
built by Credit Suisse FhS 
Boston to create (me of the 
targest trading floors in 
Europe, and Citibank fa 
building a new 560.000 sq ft 


site. . 

At Onwiing Town, nearby, 
the LDDC in January: 
announced that, it had 
signed an agreement with a 

leading Malaysian properly 
developer to build a £200m 
in terna tional exhibition' cen- 
tre on an 85-acre Docklands 
site. : . 

The Malaysian 
era of Country Heights _ . 

jugs, which is listed on the 1 ■ 
Kuala Lumpur 1 stock: 
exchange, had already set- 
aside assets in the fUK -tO" 
finance the project before 
the crisis in south-east A sia. 
The deal Is for the first : of . 
two pbasgs of development,- 
which will provide a total of - 
about 900,000 sq ft of space 
to let. The exhibition hall 
will be 660,000 sq ft, while a ' 
further 240,000 sq ft will be 
devoted to conference, meet- • 
ing and banqueting facilities. 
The project fa expected, to; 
provide up to 14,000 jobs, foe . 
LDDC says. v. 1 

Mr Cherryman notes that 
there has been a change in 
the type of space occup ie rs 
are now seeking in Dock- 
lands. “Docklands bad been 
viewed as Ideal back-up - 
space.” he notes. Companies 
wanted to source, -itheir 
back-up information technol- 
ogy centres there first 
because It was cheap and 
because the area was rede- 
veloped precisely to accom- 
modate new technology. : 

“The expression is excel- 
lent connectivity," Mr Char- 
ryman says. “When the 
infrastructure was laid 
down, the services under the 
roads were all fibre-optic and 
that sort of thing." 

TeleHouse, the UK hub of 
the internet, is located In 
Docklands and several news- 
paper and publishing compa- 
nies are sited there. “It has 
been seen as a cheap loca- 
tion for IT kit,” he notes. : 
"But now it is seen as a 
place to house staff." 

Even second-tier property 
values are benefiting from ~ 
the increased demand. While 
secondary properties were 
letting at £6 to £8 per sq ft 
just 18 months ago, they are 
now commanding rents of 

up to £1350. - - 

But the key to the future 
of the area is, and has. 
always been, transport. Lon- 
don Rail Transport recently 
announced yet annthpr delay 
in the opening date for the 
Jubilee Line extension 
which will make London 
Bridge a seven-minute jour- 
ney and Green Park a 13- 
minute journey from Canary 
Wharf. Instead of summer 
1988, it is now scheduled to ' 
open in spring 1999. 

“I am confident it will 
open in time for the millen- 
nium," Mr Squire says diplo- 
matically. 

With all the development, 
even Docklands' greatest 
enthusiasts do not imagine it 
will one day eclipse the City 
as London’s financial centre. 
For one thing, the Corpora- 
tion of London has tried 
bard to relax its planning 
regime to make City redevel- 
opment easier, and currently 
i&n sq ft of redevelopment 
have approvaL 

.J® another, traditional 
UK financial institutions 
j*em reluctant to move far 
jaa their spiritual home in 
the Square Mile. 

“Docklands wfll - always 
Play second fiddle to the ', 
wy, predicts Mr Cherry- 
“But it keeps the City 
on its toes." ■ 
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Mayor will have 
powerful mandate 

Hundreds of years after Dick Whittington set off for fame and 
fortune in the capital Londoners will vote on plans to instal the 
city’s first directfy-elected leader. Alan Pike reports 


Cosmopolitan, sophisticated 
London is about to discover 
a new source of eycttamt»n+- 
local government 

Such a statement would 
norm ally fail any credibility 
teat Local government face s 
a regular struggle to 
generate public attention, 
much leas excitement But 
changes on which Londoners 
are to vote in a referendum 
In May will maiy the capital 
a focus of national and 
international media interest 
as the campaign develops 
the find the city’s first 
directly elected mayor. 

With a potential electorate 
of around 5m, the successful 
candidate will come to office 
with the biggest personal 
mandate In British political 
history. The only direct 
personal vote that prime 
ministers enjoy is as 
constituency MPs. The 
presidential style of the 
mayoral election will bestow 
Immense prestige and 
influence on the winner - 
explaining why, although 
the first mayor will not take 
office until 2000, national 
politicians are already 
positioning for their parties' 
nominations. 

But the impact of the 
changes will extend beyond 
making the mayor of London 
an immediate national 
personality, and an 
international one leading 
trade missions around the 
world. The mayor will 
combine elected office with 
substantial executive powers 
- nrd-hhrg unusual in many 
other countries, but novel in 
UK load, government. And 
the mayor will work with an 
assembly that, rather than 
running services like a 
conventional council, will 
take a strategic approach to 


THE ARTS 


London’s needs. 

When the white paper 
(policy document) setting 
out the government's 
detailed proposals for the 
mayor and assembly, who 
will together form the 
Greater London Authority, 
is published later this month 
it can be expected to contain 
a further innovation - 
proportional representation 
for elections to the new 
body. 

As with the Scottish 
parliament and Welsh 
assembly, the additional 
member system is favourite 
for electing the assembly. 
Some members will be 
chosen by the UK's 
traditional first-past-the-post 
method and others 
appointed from lists in 
proportion to party electoral 
performance. In the mayoral 
election, voters are likely to 
be able to indicate their first 
and second choice 

candidates 

Such electoral arrange- 
ments reduce the prospect of 
a single party controlling the 
assembly, and force political 
parties to seek widely popu- 
lar mayoral candidates who 
could attract second prefer- 
ence votes. 

The white paper is certain 
to identify a powerful role 
for the mayor in tackling the 
transport problems which 
Nick Raynsford, minister far 
London, recognises as one of 
the capital's most urgent pri- 
orities. 

Studies of overseas may- 
ors, he says, suggest that 
many tend to become associ- 
ated with one or two specific 
priorities during their terms 
of office. “Fir Rudolph Giuli- 
ani in New York it has teen 
crime. In Barcelona, where a 
succession of three remark- 


Millions marvel 
at this great 
cultural magnet 

London is the envy of the regions - largely 
because of the much greater funding it 
receives. Anthony Thomcroft reports 


London is the cultural 
capital of the world. No city 
can compete with its 50 or so 
theatres, its four symphony 
orchestras, its nightly range 
of rtowrirfl] music. The UK’s 
imperial history has ensured 
that Its museums and gal- 
leries have the edge on 
Paris, pnd as a visual arts 
centre its only rival is New 
York- 

This artistic heritage is 
one of the main reasons why 
more than 27m people visit 
the capital each year, spend- 
ing almost £9bc during their 
visits. At an average night In 
■ a West End theatre one-third 
of the audience is from over- 
seas and the same again 
from outside London. Most 
of the 6.7m. visitors to the 
British Museum each year 
are foreigners. London is an 
undisputed cultural magnet 
- which greatly instate the 
arts community in the rest 
of the country. ^ 

There is every reason why 
government, and now lot- 
toy. spending on London is 
far higher per head of popu- 
lation than any Other region; 
the national arts companies. 

sack as the Royal National 
Theatre and the Royal Opera 
House Covent Garden, are 
located there, along with toe 
leading museums and gal- 


The two arts compares, 
along with the English 
National-Opera and the 
.'Sdath Bank Centre, share 
anrttht'* year in subsidy. 
. or weB over one^uarter oi 
the total grant of the Arts 
Counts; of England. Tne 
British LHffiarv, which has 
jnst opened at Si Pancras « 
SSOfcn, could bardl} 

be lotefetTkm where hut 
London. By.cimcer.tr3tin£ aU 
thenattoahl: cultural icons 
to oneltece a creative force 
-magnet. WhtA benefits 
wwjrane, lottS, a nd vis- 
tors* both dmnNftfr and for- 

rign, is estaMfahai 
But it is lfitie vamde r that 
the .investment Irri- 


tate the regions. In 1996, 
£54J57 per head was spent in 
the London Arts Board 
region as against £&58 per 
head in the East Midlands 
and £559 in the south-east, 
which does particularly 
badly because its closeness 
to London tells against its 
local institutions. 

The advent of the National 
Lottery has piled more 
money into London, in 1996 
It took £18.28 per capita as 
against £1.78 for the East 
Midlands. This reflects, in 
part, the way that London 
arts and cultural companies 
got their acts together more 
quickly than similar organi- 
sations in other parts of the 
UK - where they exist. Fun- 
ders respond to applications; 
they c ann ot force-feed the 
arts where they do not exist. 

Changes planned to lottery 
legislation this summer 
should do something to 
redress the balance. 
Regional arts boards are to 
be encouraged to tout for cli- 
ents. The government is 
keen to devolve culture, and 
its funding, into the regions; 
the Arts Council may be 
stripped of some of its cen- 
tralising powers. But London 
will continue to be the cul- 
tural beacon for the UK, and 
its position will become even 
more significant as lottery 
projects are completed. 

Earlier this month the 
first big lottery development, 
the £4m refurbishment of 
the Serpentine Gallery m 
wvde Park, was completed 
and the new bidding much 

admired -even if m size and 

appearance it seemed little 
?hk*d- By the autumn a 
S more adventurous 
Seme will open D Istay 
ton the E35m rebuilt Sad- 

a r p oof^'w“ 

“danced auditor* in the 

l1 L December 1999 the 
.. „ s ,lv arts iotterv-fi- 
£20?*- tw 11 - 


able mayors has transformed 
the city and raised its 
self-confidence, it has been 
economic development. 
Transport is an obvious pri- 
ority in London." 

Arrangements for ensur- 
ing that relationships 
between the mayor and 
assembly - particularly if 
they are of different political 
persuasions - do not pro- 
duce the decision-making 
gridlock feared by critics of 
the government's plans will 
form, an Important element 
of the white paper. There 
will, says Mr Raynsford, be 
three main roles for the 
assembly: 

• Ensuring that the mayor 
is held accountable. "With- 
out the assembly there 
would be a danger of a pow- 
erful mayor not being sub- 
ject to proper scrutiny.’’ 

• Representing the Greater 
London Authority on boards 
of other bodies in the capi- 
tal, such as the police 
authority. 

• An investigative function, 
examining London issues in 
the style of House of Com- 
mons select committees. 

The government has, says 
Mr Raynsford. teen anxious 
to devise a framework fusing 
all three roles together. 
Many US mayor-council 
arrangements were based 
entirely on accountability 
through the assembly, and 
this could lead to the assem- 
bly’s function becoming a 
negative one. By combining 
the three proposed responsi- 
bilities, the government 
believed the risk of such a 
negative relationship would 
be avoided. 

Creation of the assembly 
has been opposed by the 
Conservative opposition. It 
regards it as an unnecessary 



layer of government, and 
fears a replication of the for- 
mer Greater London Coun- 
cil abolished 11 years ago. 

“It will be totally different 
to the GLC," responds Mr 
Raynsford. “The GLC ran a 
huge range of services and 
employed 20,000 people. The 
Greater London Authority 
will not employ one-tenth of 
that, and will be confined to 
a strategic role.” 

The 32 London boroughs 
and the Corporation of Lon- 
don, which are responsible 
for many mains tream activi- 
ties including education, 
social services and local 
p lanning , will remain intact 
under the new arrange- 
ment 8. London’s mayor, 
although assured huge influ- 
ence, will command a direct 
budget only about one-fifth 
the size of his or her New 
York counterpart. This 
means the London mayor 
will have to be much more of 
a broker, a partnership 
builder, an advocate of the 
capital's interests and a 
patient strategist than most 
US and continental Euro- 
pean equivalents. 

Suggested possible candi- 


dates for the mayoralty have 
included Lord Archer, the 
author and former Conserva- 
tive party deputy chairman 
Chris Patten, until last year 
governor of Hong Kong. Ken 
Livingstone. Labour MP and 
leader of the former Greater 
London Council, and Glenda 
Jackson, the actress who 
now a Labour MP and envi- 
ronment minister. None of 
the political parties has yet 
begun the process of seeking 
formal nominations. 

Requirements for the job 
identified by Mr Raynsford 
include an understanding of 
issues ranging from town 
planning to business devel- 
opment; management skills; 
the ability to run & large 
organisation and strong 
inter-personal qualities. 

Such virtues and experi- 
ence may not often combine 
in a single individual. But 
London is a big dty, and the 
political parties are all 
scouring its population for 
the unique candidate who 
might give them the edge in 
the most interesting, but 
also unpredictable, local gov- 
ernment election of modem 
times. 



The Royal Opera House: undergoing an expensive overhaul 


nanced project in the coun- 
try (some £74m) should be 
completed, and the Royal 
Opera House, Covent Gar- 
den, will raise its curtain 
again after a £2l4m over- 
haul The Royal Court is also 
being modernised; there 
have been improvements to 
the National Theatre; the 
British Museum is undergo- 
ing a ElQOm. facelift in time 
for the millennium, while 
the new Tate Gallery of Mod- 
ern Art is rising on Bankable 
from the shell of an aban- 
doned power station, thanks 
to £50m from the Millennium 
Commission. There are 
major works under way at 
the National Maritime 
Museum in Greenwich, at 
the National Portrait Gal- 
lery, the Royal Albert HaK 
and many more. 

It was probably quite wise 
of the big London institu- 
tions to organise their lot- 
tery appeals early. The gov- 
ernment is sensitive to 
criticism of the rash flowing 
into the capital not least the 
£700m- cost of the Millen- 
nium Dome at Greenwich. 

Now the search is on for 
regional investments. Lon- 
don’s biggest arts centre, on 
the South Bank , is having 
problems obtaining approval 
from the Arts Council for its 
£75m application for lottery 
funds which would enable it 
to construct a giant opaque 
wave, designed by Richard 
Rogers, over its 1950s struc- 
ture, including the Royal 
Festival HalL Lottery money 
is now being rationed, with 
same of it going an alterna- 
tive educational and social 
uses. London does not seem 
a priority. 

Much of the criticism of 


London's success in attract- 
ing lottery money will 
decline once the new build- 
ings are open. Then the capi- 
tal's achievement in secur- 
ing so much partnership 
funding from individuals 
and business to construct 
what should be seen as 
national assets will be appre- 
ciated The French govern- 
ment is generally applauded 
for the way its gramtes pro- 
jets continue to increase the 
dominance of Paris in 
France. In the UK the gov- 
ernment is reluctant to take 
pride in the regeneration of 
London. 

There is an obvious way of 
squaring London's cultural 
success with the needs of the 
regions - partnership pro- 
grammes. The Tate Gallery 
has spawned successful sat- 
ellite museums at Liverpool 
and St Ives, while the Royal 
Armouries has re-located 
many of its holdings to 
Leeds. The Victoria & Albert 
Museum is planning a rela- 
tionship with Sheffield. 

In the arts the Royal 
Opera House settled one of 
its two dance companies in 
Birmingham, and London 
orchestras such as the Phil- 
barmonia have set up suc- 
cessful links with Bedford 
and Leicester. If government 
funding were made avail- 
able, the Royal Opera and 
the National Theatre be 
quite happy to tour with 
their productions. 

London's cultural domi- 
nance is too long estab- 
lished, too obvious, too use- 
ful, to be challenged. Ways 
should be found to allow the 
whole nation take more 
advantage of what is basi- 
cally a national treasure. 
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Put your company 
on the map. 


Hundreds of companies from around the globe have benefited by expanding into Scotland. To find out 
more about the advantages Scotland can offer your company as a business location, simply con 

Francis Rottenburg at Locate in Scotland. ^taet 

Locate in Scotland 


17-19 Coclopur Street, London SWlY 5BL UK 

Telephone 0171 839 2117 ft* 0172 839 2975 emaikfranci*^ ****** ^ 
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CHANNEL TUNNEL LINK 


LONDON’S AIRPORTS 


Rail decision seen as vital 
to business and tourism 


Brian Groom talks to some of the people 
campaigning to keep the plans firmly on 
track and lift the blight on many homes 

Campaigners hope this 


The £3bn Channel tunnel 
high-speed rail link, the 
future of whkh remains in 
the balance, is about far 
more than catting 35 min- 
utes from the journey time 
between London and Paris 
or Brussels. Political leaders 
in the Midlands, Bast Anglia, 
the north and Scotland see it 
as the key to developing 
business, tourism and taking 
fr eigh t off the roads. 

“If Britain is to be at the 
heart of Europe it is neither 
acceptable that London is on 
a rusty branch line from 
Brussels nor - that our 
regions are beyond the 
buffer stops," said Birming- 
ham councillor Stewart Sta- 
cey at the launch last month 
of the Fast Tracks to Europe 
Alliance, campaigning to 
keep the link on track. 

In London, the link is seen 
as the catalyst for the whole- 
sale regeneration of the 
Thames Gateway, the city's 
eastern corridor, stretching 
into Essex and Kent. This 
forms the main part of the 
government's development 
strategy for south-east 
England. London cannot 
expand further to the north, 
west or south. 


will weigh decisively on the 
mind of John Prescott, the 
deputy prime minister, who 
is responsible for regenera- 
tion as well as transport- He 
has given London & Conti- 
nental Railways, the trou- 
bled consortium which has 
the contract to build the 68- 
mile link, until March 31 to 
devise a new financial plan. 
Railtrack, the scheme’s 
likely saviour, may take an 
equity stake in LCR prior to 
a refinancing of the consor- 
tium- 3 , 

The issue is not just 
whether the link will be res- 
cued but the way in which it 
is done. Local authorities in 
London and Kent are wor- 
ried about the possibility 
that the link will be built in 
two phases: the first from 
the Channel tunnel to South- 
fleet in north Kent, where it 
would link with existing 
commuter routes to Water- 
loo; and the second to St 
pan eras station in north 
London, including the 
planned international sta- 
tions at Stratford, in east 
London, and Ebbsfleet. 

Thames Gateway London, 
the partnership which coor- 


dinates plans to regenerate 
the area, says: “To phase 

and say the link will he com- 
pleted later on' is to invite 
scepticism that later' means 
‘never’. It is. to prolong the 
misery of blight for thou- 
sands of homeowners along 
the proposed route. It is also 
to bring great . commercial 
uncertainty to thousands of 
businesses and threaten the 
viability of many whose 
future business plans have 
been based on the as sump - 
tion that the complete route 
to the agreed timetable was 
a done deal." 

The Thames Gateway is 
not Just a plan to tackle der- 
eliction and post-industrial 
decline, it provides the main 
opportunities for growth in 
south-east England. Us two 
major growth points are 
around Stratford and the 
Royal Docks in east London, 
and Kent Thameside, west of 
Gravesend. These are also 
the sites for the two pro- 
posed international stations. 

The partnership adds: 
“These are the prime cata- 
lysis for regeneration and as 
such are central to the deliv- 
ery of the whole Thames 
Gateway strategy. This is 
why east London, north and 
south of the river, is united 
on the rail link. London and 
Kent are as one in saying: go 
ahead with the route as 


agreed and without delay." 

Stratford would become a 
transport hub, near to the 
Great Eastern line, the Dock- 
lands light Railway, Central 
T.ina, and Jubilee Line exten- 
sion, within reach of the Mil 
and London City airport. 
Stephen Timms, MP for East 
Ham, said up to 15.000 jobs 
depended on the proposed 
international station. 

Kent county council 
believes the Ebbsfleet sta- 
tion would bring 50,000 jobs, 
acres of commercial space 
far new businesses and bet- 
ter services for commuters. 
It would have a knock-on 
effect to boost regeneration 
in east Kent. 

Sandy Bruce-Lockhart, the 

council leader, says: “We 
want no cut-price scheme. 
We want no new scheme. We 
want the whole scheme as it 
was originally proposed and 
which the county council 
has fought for throughout, 
with all its hard-earned envi- 
ronmental sa feg uards." 

Wbitedlff, a joint venture 
between Blue Circle, the con- 
struction materials com- 
pany, and Lend-Lease, the 
Australian property devel- 
oper, has planning consent 
for g^m sq ft of office and 
residential development at 
Ebbsfleet. It is already 
building the Bluewater shop- 
ping and leisure complex, 


the largest in Europe. 

Whitecliff has said it 
intends to develop the Ebbs- 
fleet site - which includes 
plans for up to 3,200 homes 
and up to 5m sq ft of office 
space - whether the rail link 
is built or not, because there 
is demand for housing. With- 
out the station, however, the 
pace of development is likely 
to slow. 

Main Jones, chief execu- 
tive of North Kent Success, 
which co-ordinates the Kent 
side of the Thames Gateway, 
says: "The rail link is the 
catalyst for the whole devel- 
opment of the North Kent 
area." She is concerned that 
nothing should be done to 
undermine the confidence of 
the private sector. 

MPs for the affected areas 
made their views plain in an 
adjournment debate in par- 
liament earlier this month. 
Jim Fitzpatrick, Labour MP 
for Poplar and Canning 
Town, said Britain’s stand- 
ing in Europe had suffered 
as a result of the delay and 
indecision. “The UK as a 
whole needs a first link. This 
project is about the next mil- 
lennium," he said. “If It is 
not built now it will delay 
renewal and regeneration by 
a generation.” 

Paul Clark, Labour MP for 
Gillingham, said the private 
sector had made huge com- 
mitments to north Kent. 
“Failure to honour those 
promises will give a lack of 
confidence not only to that 
immediate area, but I fear, to 
other developments that are 
proposed along the route of 
that whole integrated link 
including east London, Bir- 
mingham, the west Midlands 
and the north-west." 


Huge strains are put 
on the environment 


Operators have to balance growth against 
protection of people and infrastructure, 
writes Michael Skapinker 

Stansted, with its futuristic 


To many Londoners, the 
regular drone of ai rcraft 
overhead is either an irrita- 
tion or a severe aggravation, 
depending on how dose they 
live to one of the capital's 
five international airports. 

But the more economically 
aware also know that the 
airports underpin London’s 
prosperity and its pre-emi- 
nence in global industries 
such as financial services 
and tourism. That London 
has maintained its position 
as one of the world's leading 
cities owes much to its air- 
ports’ ability to handle mil- 
lions of visitors a year. 

Heathrow airport Is the 
busiest in Europe and has- 
more international passen- 
gers than any airport in the 
world. It is owned by BAA, 
the privatised group, which 
also owns London’s Gatwick 
and Stansted airports. Lon- 
don's other two interna- 
tional airports are Luton, 
which is owned by the local 
council, and London City air- 
port, which Is owned by Der- 
mot Desmond, an Irish busi- 
nessman. 

All five airports are grow- 
ing. The two biggest, Heath- 
row and Gatwick, handled 
more than 80m passengers 
between them last year. 


gta«w terminal, is beginning 
to show strong growth, with 
passengers numbers increas- 
ing last year by 115 per cent 
to 5.4m. London City han- 
dled lJ2m passengers in 1997 
- a rise of 60 per cent 
There is no sign of the 
growth slowing. The UK has 
the most competitive airlines 
in Europe, with low-cost 
entrants such as Easy Jet 
and Ryanair challenging 
established carriers such as 
British Airways and British 
Midland on domestic and 
European routes, and Virgin 
Atlantic providing an alter- 
native to BA on long-haul 
flights. 

The challenge for the air- 
ports is managing growth by 
providing facilities and a 
choice of destinations capa- 
ble of persuading interna- 
tional passengers to carry on 
flying to London, rather 
than using European com- 
petitors such as Amster- 
dam’s Schiphol or Frankfurt 

All the airports have been 
investing in new facilities. 
Luton announced earlier this 
month that It had selected a 
consortium headed by Air- 
port Group International of 
the US as preferred bidder to 
run the airport fear 30 years 


in return tor investing £l70m 
in improv ements . 

Heathrow is investing film 
in upgrades every day. Gat- 
wick is now, following exten- 
sive refurbishment, one of 
the most attractive airports 
in Europe. 

But an equally important 
challenge for the airports is 
to win the support of Lon- 
doners. Airports place huge 
strain on the environment - 
not only though aircraft 
noise anti fuel emissions, but 
because of the number of 
cars carrying passengers to 
and from the airports. 

The airport operators say 
that newer aircraft are qui- 
eter than their predecessors, 
so that noise levels have 
been falling even as traffic 
grows. But Gavin Strang, the 
UK’s transport minister, 
warned the Airport Opera- 
tors' Association earlier this 
month that “the continuing 
presence of older aircraft in 
the global fleet, together 
with high traffic growth, 
means we need to do more if 
airports are to maintain 
their responsibilities to the 
communities around them". 

Mr Strang added: "Avia- 
tion is hugely Important to 
the UK economy. It is a Brit- 
ish success story. We have to 
achieve a sustainable sys- 
tem, one which contributes 
to economic growth while 


Continued on facing page 



Locations made for business success. 

^Tgest owner of development land in locations that offer all tins- and more. 
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DereBct factories have bean cleared to return the coastfine to a natural park 

WALES 

Llanelli is no longer 
ashamed of its face 


Gone are many scars left by the demise 
of steel and coal. Juliette Jowft takes a 
look at a revived industrial centre 


Haw Thomas describes the 
transformation of Llanelli 
thus: “We are talking to a 
major inward investor, they 
always want to see the site. 
Before we’d have thought of 
any excuse not to. Now we 
are happy to. It’s not being 
ashamed any more." 

The gradual revival of this 
industrial graveyard 10 miles 
west of Swansea on the 
south Wales coast has taken 
more than a decade and 
£50m, but it is finally begin- 
ning to bear fruit. 

The regeneration of Lla- 
nelli and its environs started 
unofficially in 1986 when the 
Welsh Development Agency 
- of which Mr Thomas is 
area development dir ec tor - 
began reclaiming land des- 
erted by the steel end 
coal industries it once 
thrived on. 

Five years later the agency 
and the local authority 
signed a joint action plan 
focusing on three areas: the 
town centre, industrial sites, 
and the 22km stretch of 
coastal park. 

The problems facing Lla- 
nelli were obvious: unem- 
ployment blackspots of 
nearly 20 per cent for males 
and none of the advantages 
of easy communications and 
access to attract large-scale 
private sector investment 

The problems were exacer- 
bated when Tesca deserted 
the town centre for a new 
retail park on the outskirts, 
soon followed by a flood of 
shoppers. 

"Llanelli was caught 
between the industrial clo- 
sures, which meant people 
didn't have money in their 
pocket, and a big out-of-town 
development. The combina- 
tion of the two meant the 
decline of Llanelli town cen- 
tre," says Mr Thomas, the 
WDA's man in charge of the 
regeneration project 

Llanelli and the surround- 
ing area had the skills and 
land - six key sites of 16 to 
600 acres - to offer potential 
investors. 


What developers needed 
was a means to attract the 
money in. To do this the 
partners concentrated on 
improving the environment 
- of the town, the surround- 
ing industrial area and the 
coastline. 

In the town £l5m has been 
spent on a modern shopping 
centre for Asda, JJB Sports. 
Argos and other big retailing 
names, plus car parking, 
improving shop fronts, street 
lighting and other amenities - 

Work here is about 90 per 
cent completed; already 
shoppers are returning to 
Spend their money and con- 
sumer spending is predicted 
to rise by 20 per cent In the 
area over five years - bene- 
fiting central and out-of- 
town retailers. Recently the 
Sun Life insurance group 
bought the freehold to the 
new arcade to £20m, giving 
the partners confidence that 
their improvements will con- 
tinue to enjoy success. 

“The mere fact that some- 
one like Sun Life has put 
some cash in means i-ianem 
is a place major investors 
aren’t too worried about put- 
ting money into," adds Mr 
Thomas. 

Around Llanelli, the long 
strip of coastline once lit- 
tered with derelict factories 
and the debris of redundant 
machines and corrugated 
iron sheds needed to be 
reclaimed. 

A new coastal link road 
from Swansea has been 
built giving easy access to 
the M-f; then? is a £27m proj- 
ect - haw funded by the Mil- 
lennium Commission - to 
return the coastline to a nat- 
ural park; and there is a sim- 
ilar clean-up to make way 
for a more attractive series 
of commercial and residen- 
tial developments. 

Companies have moved 
north to the expanding 
Dafen industrial park nearer 
the M4; disused and empty 
buildings were demolished, 
damping grounds were 
cleared, and sites levelled 


Strains on the environment 



Con tinued from faring page 

protecting and, where posa- 
ble, enhancing the environ- 
ment For an industry grow- 
ing as rapidly as aviation, 
this is a maim* challenge." 

That challenge has been 
intensified by BAA's plan to 
build a fifth terminal at 
Heathrow. That Heathrow is 
heavily congested is obvious 
to anyone using it But the 
proposed terminal has 
attracted fierce opposition 
from * wide range of local 
authorities and environmen- 
tal groups. Terminal Five is 
the- subject of the UK's lon- 
gest-ever public inquiry, 
which began In May 1995. 

The expectation in the avi- 
ation industry is that if the 
terminal is eventually 
approved it will be subject to 
strict restrictions. Observers 
believe that BAA will be pre- 
pared to accept a ban on 
night flights at Heathrow m 
return for the right to budd 
the terminal, although the 
group formally denies this. 

BAA has made several 


attempts to assure residents 
living around the airport 
that their lives will not be 
unduly affected by the new 
terminal. BAA has said it 
will not attempt to build a 
third runway at Heathrow. It 
also told the Terminal Five 
inquiry that it wanted to 
increase the number of pas- 
sengers using public trans- 
port to and from Heathrow 
from 34 per cent to 50 per 
cent. 

BAA conceded that the 
increase would require “a 
significant change in atti- 
tudes and behaviour by indi- 
vidual travellers". But it 
would also need extensive 
investment and action by 
BAA itself. 

The group said that if Ter- 
minal Five was approved it 
would cap the number of 
parking spaces at the airport 
for passengers and staff. 
BAA also iu January began 
operating a new rail link 
between Heathrow and Lon- 
don’s Paddington railway 
station- 

The trains run every 16 


miruitfra from Paddington to 

a station near the airport 
from where coaches con- 
tinue the journey to Heath- 
row. The trip takes 30 min- 
utes. Prom June, the trains 
will run right to the airport 
with the journey time cut to 
15 minutes. BAA says the 
service, the Heathrow 
Express, should carry 6m 
passengers in its first year, 
taking 3,000 vehicles off the 
road every day. The group 
eventually hopes to extend 
the service to St Pancras sta- 
tion. 

If the train services makes 
an appreciable difference to 
the number of vehicles trav- 
elling to and from the air- 
port, some sceptics might be 
won around to the merits of 
Terminal Five - although 
hardened campaigners are 
unlikely to change their 
min ds. 

Train services such as the 
Heathrow Express are also a 
start to providing London 
with the sort of integrated 
transport network common 
elsewhere in Europe. 


SCOTLAND 


Bringing California sunshine . . . 


Cadence Design Systems is one of those 
rare inward investments that does not 
involve manufacturing. James Buxton 
reports on the good news for Livingston 


and landscaped. 

The work is only partly 
finished, but already the dif- 
ference is remarkable, and 
the first new investment is a 
media village to be built by 
Agenda, a TV production 
company. 

Agenda said the deriding 
factor in choosing the rite 
was the natural beauty of 
the area - including breath- 
taking views across the bay 
to the Gower peninsula - 
which it intends to use as a 
backdrop for filming. 

Another mark of achieve- 
ment has been the commer- 
cial success of nearly 300 
new houses built by Beazer. 
Bailey Homes and J S Bloon 
house prices in the area 
have risen by 29 per cent 
since 1990. compared with an 
average 18 per cent for 
Wales as a whole. 

Chesterton, the marketing j 
agents for the scheme, have 
another three sites available 
for housing, plus a hotel, a 
220-acre golf course, discount 
retail and the 30-acre Delta 
business park, which is fully 
serviced and has planning 
consent for 27,500 sq m of 
floor space for offices, high 
tech and l i gh t industrial use. 

Mike Rees, director in 
charge of the Cardiff office, 
reports active interest in the 
residential and all leisure 
developments. His staff are 
now moving into phase two 
of the marketing operation, 
attracting investors - proba- 
bly relocations - into the 
commercial sites. 

These are proving more 
difficult to sell and the part- 
ners are pinning their hopes 
on winning a significant 
inward investment project as 
a flag bearer to attract other 
companies into the area. 

The WDA is in advanced 
talks with an Asian com- 
pany planning to create 200 
jobs - but even if that does 
not come off. Huw Thomas is 
confident about the 
long-term future of Llanelli. 

“The transformation is as 
much in terms of confidence 
as in terms of physical 
changes,” he says. “The 
physical changes are enor- 
mous, but there's a belief 
now we can attract invest- 
ment into the area.” 


Hyperbole is commonplace 
when government ministers 
welcome inward investment 
projects, but Brian Wilson, 
the Scottish industry 
minister, may not have been 
exaggerating when he 
described the decision by 
Cadence Design Systems to 
set up an operation in 
Scotland as a landmark in 
the country's industrial 
history. 

Cadence is a California- 
based company which is the 
market leader in software 
tools used in the design of 
semiconductors. It is to 
locate a design centre for 
system chips at Livingston, 
in West Lothian, which 
should create more than 
1,800 jobs by 200 4. 

Job numbers of that order 
in the electronics industry 
are normally generated by 
big hardware assembly 
plants which pay mid-range 
wages. But these posts are 
for software engineers who 
could be earning between 
£50,000 an £100.000 a year. 
The Cadence project ought 
to demolish the stereotype of 
the Scottish electronics 
industry as a screwdriver 
industry with little design 
capability and adding 
relatively little value. 

The project is more than 
an inward investment. It is. 


in the words of Michael 
Baaimear, an executive 
vice-president of the 
company, “a very unique 
collaboration between a 
sovereign government' and a 
commercial organisation”. 

Four of Scotland's 
universities are responding 
to Cadence by agreeing to 
train electronics engineers 
specialising In system on a 
chip technology (SOC.), 
where all the systems in a 
product such as a mobile 
telephone are designed into 
a single semiconductor, and 
creating an institute for 
system level Integration. 

Scottish Enterprise, the 
development agency, 
envisages a design complex 
for chip design sprin g in g up 
at Livingston where Cadence 
will be housed, and an 
intellectual property 
exchange in which software 
designers will trade 
products. The importance 
given to the scheme by the 
Scottish Office and Scottish 
Enterprise can be gauged 
from the name they have 
given it. Project Alba. Alba 
being the Gaelic name for 
Scotland itself. 

But why should a software 
company from California, 
fount of much of the world's 
know-how in computers, 
semiconductors and 


software, wish to set up a 
major software centre 
designing products for 
electronics companies 
worldwide so far from home? 
The reason is there are not 
enough software engineers 
in California to meet 
Cadence’s requirements 
without it having to pay 
exorbitant salaries. 

According to Mr Bealmear, 
universities in the US have 
sufficient outlets for 
electronics graduates trained 
to a reasonable level of 
expertise to be able to ignore 
companies’ demands for 
large numbers of specialists 
in the more advanced area of 
SOC. 

Early last spring. Cadence 
was close to deciding 
between Ireland. Israel and 
Malaysia as the location of 
its SOC design centre when 
one of its executives hit 
Locate in Scotland's website 
and learnt about the Scottish 
electronics industry. He con- 
tacted the LIS office in San 
Mateo, California, and Craw- 
ford Beveridge, Scottish 
Enterprise's chief executive, 
who was making one of his 
regular visits, hurried to see 

the company. 

Mr Beveridge persuaded a 
team from Cadence that 
would shortly visit Germany 
to include Glasgow on the 
itinerary. In the eight days 
available Scottish Enterprise 
assembled all the specialists 
needed to make a strong 
pitch to Cadence. There fol- 
lowed eight months of nego- 
tiations, leading in Decem- 


ber to high profile announce- 
ments by Cadence in San 
Francisco, Tokyo, London 
and Glasgow. 

According to Mr Bealmear, 
the US company required 
assurances that it could 
recruit sufficient electronics 
engineers in Scotland, “in an 
environment where there 
isn’t so much competition 
for that talent as there Is in 
San Jose, California, or Aus- 
tin. Texas. Scottish universi- 
ties turn out software 
designers but many of them 
have to go to England or the 
US to find work.” 

To support Cadence, the 
universities of Edinburgh, 
Glasgow, Strathclyde and 
Heriot Watt are now to 
co-operate in laying on a 
new masters course in SOC 
and providing courses to 
retrain existing electronics 
graduates, co-ordinated by 
the new institute. 

Another essential for 
Cadence was a reasonably 
benign legal environment for 
the protection of intellectual 
property. In the extraordi- 
narily litigious atmosphere 
of the US “it can take two 
years to negotiate an intel- 
lectual property agreement 
on a software product that 
will be out of date in six 
months”. Mr Bealmear says. 

David Crichton, of Scottish 
Enterprise, says: “The Scot- 
tish legal system enables 
people to take action very 
quickly and is more protec- 
tive of intellectual property 
than that of some other 
countries. We've found 


we've got an advantage that 
we may not have realised we 
had.” 

Project Alba recently 
applied for planning permis- 
sion for the development of a 
86-acre site at Livingston 
which will house Cadence, 
the institute and an indepen- 
dent trading house of semi- 
conductor designs. Cadence 
already has 20 people in 
Scotland and this will rise to 
160 by the end of the year. 

Supporting Cadence and 
developing Project Alba are 
big undertakings for Scottish 
Enterprise. Though the 
agency does not reveal fig- 
ures on financial support for 
inward investors. Jack Hard- 
ing, Cadence's president and 
chief executive, said recently 
that Scottish Enterprise 
would put in £6Qm in stages 
over six years, while 
Cadence itself would invest a 
minimum of $2 40m The 
other parts of Project Alba 
may cost between £15m and 
£20m over five years, accord- 
ing to Mr Crichton. 

Mr Beveridge expects 
Cadence to be a role model 
for future inward investment 
in Scotland by companies 
from around the world, 
becoming a catalyst for addi- 
tional investment and the 
creation of high-value engi- 
neering jobs. Or in the words 
of Mr Bealmear. “establish- 
ing Scotland as the foremost 
centre of system on a chip 
technology on the planet". 

Now the reality has to 
catch up with the superla- 
tives. 
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Bright 

Future 


The future's bright for Will and Toby - their Merseyside is growing 
fast as today's investors wake up to their potential. 

Maritime traders or space game designers - there's greater choice 
than ever before to offer the children of today's Merseyside. During 
tiie 90's we've invested over £2 billion to create a business envi- 
ronment that develops choice - and new companies. 

As Wifi and Toby grow, so will these companies. But one thing will 
stay the same - the need for an articulate, quick witted, 
multi lingual, and adaptable workforce that Merseyside provides. 
That's you, boys. It's your bright future! 

There's a great deal on Merseyside. 


To discover more about the investment 
potential on Merseyside telephone 

0800 22 0151 

Email: merseyp@mail.cybase.cauk 


MERSEll 

A ’pool 

of talent 
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York 


PAST AND PRESENT 


Eyes of Europe 


focus on city 


Hosting a ministerial conference provides 
the opportunity to demonstrate York's 
business acumen. Sheila Jones reports 


The city of York today gears 
up for an unprecedented 
influx of visitors. More than 
1,000 ministers, officials and 
journalists from the Euro- 
pean Union converge on the 
city for the three-day confer- 
ence of EU finance and eco- 
nomic mini sters starting 
tomorrow. 

The city, best known for 
its Roman heritage, attracts 
4m tourists a year, but York 
is eager to demonstrate it is 
a place to do business, too. 
“The Ecofin conference pres- 
ents us with a tremendous 
opportunity to put York on a 
worldwide stage," says Peter 
Berry, assistant chief execu- 
tive of York city council. 

There has been a flurry of 
activity since York won the 
conference against competi- 
tion from 76 other UK towns 
and cities. Traffic is being 
diverted from the city cen- 
tre, hotels have been given 
over to the visitors, and 
thousands of flowers in the 
ELTs blue and yellow are due 
to bloom this week along the 
city’s Roman walls. York 
wants to he in the interna- 
tional headlines. 

The city has contributed 
£250,000 to the cost of stag- 


ing Ecoiiin, but any gains 
from the event are less 
important than the impres- 
sion York gives to a world- 
wide audience, says Paul 
Murphy, chief executive of 
York's Inward Investment 
Board. 

"We're not expecting a 
one-off boost, but we do 
want it to assist in market- 
ing the city by raising its 
profile," he says. “We're 
striving to get across the 
point that York is not just a 
pretty place." 

Mr Murphy points out that 
while the city is a charming 
place to visit, few outsiders 
are aware of its industrial 
centre. The manufacturing 
sector is dominated by the 
food and rail industries. 
However, it has lost more 
than 5,000 engineering jobs 
In the last decade. 

York suffered a devastat- 
ing blow two years ago when 
ABB closed its historic carri- 
ageworks. with the loss of 
1.500 jobs. Unemployment in 
the city is above the national 
average at about 6 pm* cent 
“It is also a very low wage 
economy and there is a lot of 
nflsnal and part-time work, 
particularly in tourism' and 


catering," says Mr Murphy. 

The local economy is led 
by a handful of large 
employers, including Nestle. 
“York has been very much 
associated with chocolate- 
making and railways and it's 
now hugely dependent on 
multinationals." says Mr 
Murphy. 

The Inward Investment 

Board was set up last year 
with a budget of nearly £lm 
over three years to try to 
create a more secure and 
diverse economy. It has four 
main targets; a more diversi- 
fied manufacturing base; 
more public sector reloca- 
tions; growth in its science 
and innovation base; and 
more jobs in communica- 
tions and financial services. 

York remains a centre for 
rail manufacture and admin- 
istration despite the ABB job 
losses. Last year the city 
won back 300 jobs when 
Thrall Car of Chicago 
decided to make freight wag- 
ons on part of the former 
ABB site. 

“How many have lost an 
industry and won it back 
within two years? The city 
marketed itself aggres- 
sively,” says Mr Murphy. 
“We had the site, and the 
workforce was ready to go. 
Scotland was bidding, too, 
and it had European money, 
but we won on labour costs.” 
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York Mnstan one of the many at t r a ctions for the thousands of people who visit York each year 


PhoM- Lydta van Oar Me* 


There was also “the York 
fkctor”, he says. “Americans 
tend to fall in love with us." 

The first wagons are due 
off the production line in 
July. English. Welsh and 
Scottish Railway, also US- 
owned, is the principal cus- 
tomer, with an order for 
2,500 freight wagons. 

Mr Murphy says the 
Inward Investment Board is 
looking for further rail and 
engineering jobs "on the 
back of the revival of rail 
freight and a wave of invest- 
ment in infrastructure”. The 
board hopes to develop the 
rest of the site with English 


Partnerships for light indus- 
try and offices. It also wants 
to develop a nearby 80-acre 
site with Rail track, which 
has its HQ in York. 

In addition to the Thrall 
Car development, the city 
has won important public 
sector agencies and reloca- 
tions. York is home to sev- 
eral food safety centres 
attached to the ministry of 
agriculture fisheries and 
food, including its prime 
food safety laboratory, 
which employs 600 scientists 
and support staff. The 
Crown Prosecution Service 
also selected York for its 


main centre outside London. 

Mr Murphy wants York to 
replicate the success of Cam- 
bridge in science and Leeds 
in financial and business ser- 
vices. “We would like to use 
the Cambridge effect of York 
University." he says. "Since 
opening in 1963 it has estab- 
lished itself rapidly as one of 
the leading universities in 
research. It is always in the 
top 10 for research strength 
in the UK." 

In financial services and 
communications. York 
believes it can pick up on 
the success of Leeds. 25 
miles away, which has won 
thousands of jobs in these 
sectors in recent years. "We 


are not proud," says Mr Mur- 
phy. “We would take crumbs 
from their table. In fact, 
we're surprised that every- 
body wants to trek up to 
Leeds for call centres when 
we ca ™ offer office rentals 
half the level of Leeds. We 
want a piece of the call cen- 
tre action,” he says. 

The city's overriding 
attraction is its highly 
skilled workforce, says Mr 
Murphy, associated with 
York’s strength in engineer- 
ing, information technology 
and science. Its transport 
infrastructure is underpin- 
ned by good rail links with 
London and elsewhere in the 
UK. and its access to the 


Humber ports and to Leeds? 
and Manchester airports. _ . „ 

York will have to “run _ 
quite fast just to stand sfi& 
in employment terms", says 
Mr Murphy. “If we did noth- 
ing we would lose a further 
5,000 jobs by 2005 because of ‘ 
structural change. That's 
why we and the private sec - 
tor are taking job creation 
seriously.” 

Midland Bank has lent the, 
Inward Investment Board a _ 
branch manager “free of 
charge" for two years. Mr 
Murphy argues the linkup is. 
a further sign of the partner- : 
ships in the city that .be 
hopes will ensure York does 
more than stand still. 



SCIENCE 


Research success based 


on strong team spirit 


University joins private and public sectors in promoting York as 
an internationally recognised centre, writes Sheila Jones 


Full Steam Ahead for EMU? 


The City of York is proud to be hosting the Ecofin Conference this weekend. 


When the talking about EMU gets tough, Ministers and bank governors may find 
their attention turning to their surroundings. 


They will discover a beautiful, historic city that is also a vibrant modem 
business location. Such are its attractions, 
they will want to settle their differences as quickly as possible. 


They are likely to be fascinated by its rapidly-changing economy. 

'By the recent wave of high profile investors from the United States, Europe and 
the South East of England - international companies 
who appreciate York’s unique qualities, and who are prospering. 

They will find corporate headquarters which needed an internationally-recognised location; 
science-based companies attracted by a University now ranked 
2nd only to Cambridge for teaching excellence; and ‘back office’ functions 
for whom York's low costs were the main factor. 


Above all, thqy will see a city where quality of life is a tangible business asset. 


When people discover York, they tend to settle. 


Contact us to find out why. Well even pay your fare. 


Contact : Paul Murphy, Chief Executive, York Inward Investment Board, 

20 George Hudson Street, YORK, YOl 6WR 

Tel: (+44) (0)1904 641118 Fax: (+44) (0)1904 554403 Email :paul,murphy@york.gov.uk 
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Stands Out 


York is winning a reputation 
as an international research 
centre for the life sciences. 
Links between private com- 
panies, the public sector and 
York's academic institutions 
are helping to underpin 
progress in sponsored and 
collaborative work in both 
pure research and the devel- 
opment and commercial 
exploitation of new products. 

York University, 25 years 
old this year, last month 
announced its successful 
joint bid with the city coun- 
cil for a £310,000 government 
grant for a "Woincubator” to 
promote research and devel- 
opment into commercial 
products. 

The bioincubator project 
has won matched funding 
from ML Laboratories, the 
pharmaceuticals company, 
and is also supported by the 
university and regional bod- 
ies, including the council. 
Business Link North York- 
shire and the North Yorks 
Training and Enterprise 
CounciL The project, which 
the university hopes will 
attract further private 
equity, is designed to pro- 
vide individual researchers, 
small companies and 
nascent businesses with the 
facilities and mentoring to 
promote Innovation in the 
biosciences. 

The award seems to reflect 
the way the city has built a 
science research sector that 
is rooted In the commercial 
world yet which also appears 
to allow for “blue skies" 
research, that is, basic 
research being carried out 
with no immediate applica- 
tion in mind. The universi- 
ty’s biology department 
alone has won more than 
£l6m in research Income, 

comprising about £6m in 
grants and the rest in con- 
tracts for private companies. 

Tony Ro bards, pro-vice- 
chancellor for external 
affairs, says the university 
built the foundations by try- 
ing from the outset to focus 
on a “limited number of 
departments that would be 
big and viable”. Links with 
the local economy were also 
important. 

“Universities are con- 
cerned with learning, educa- 
tion and research to produce 
good graduates and to under- 
take good research to help 
sustain the well being of the 
nation." he says. “To do that 
you have to have a clear 
view of your own Identity, 
and you need also to identify 
and link in with the local 
economy. We have relations 
with the city as good as any- 
where in the country." 
Professor Ro bards meets 


twice weekly with the coun- 
cil's economic planners “and 
we still don’t get everything 
done". There is also contact 
with the local Tec and Busi- 
ness Link and with technol- 
ogy and science- based com- 
panies. The university's 
science education group 
assesses the science curric- 
ula for local schools, and 
sixth-form biologists are 
encouraged to explore sci- 
ence through the universi- 
ty’s Biology Matters project. 

York's focus on science 
has created a cluster of 1,500 
scientists in and around the 
city, which Prof Robards 
believes Is important in 
building York's position as 
an internationally recog- 
nised centre for life sciences 
as well as in computer train- 
ing and research, for which 
the university is also build- 
ing a reputation. 

Links with the private sec- 
tor were strengthened in the 
early 1990s when the univer- 
sity agreed a joint venture 
with P&O to develop a sci- 
ence park on the university 
campus. Smith & Nephew, 
the medical products group, 
was its first tenant, opening 
its main research centre on 
the park in 1992. In 1995, the 
university opened an innova- 
tion centre alongside the sci- 
ence park for start-up high 
technology companies and to 
promote sustainable employ- 
ment growth in the region. 
Last year it opened Genesis, 
an office development 
There are spin-offs for the 
university and for its part- 
ners. "We both benefit" says 
Prof Robards, “through 
shared science facilities, 
expertise and collaborative 
research". 

Smith & Nephew recently 
committed £1.5m over five 
years to a university chair in 
bone and joints research. 
The work is led by Professor 
Tim Skerry with six post 
doctoral scientists and two 
graduate students working 
on research into cellular and 
molecular biology of bone 
and cartilage. The university 
believes the work could lead 
to important developments 
for the treatment of bone 
disease and new bone and 
tissue replacements. 

The university and Smith 
& Nephew belong to Biosti- 
ence York, a consortium of 
leading biosclence organisa- 
tions that want to develop a 
a structured and supportive 
approach to bioscience in 
York. Several of the city's 
biggest employers have also 
signed up to the initiative 
including Nestle, the foods 
group, and four divisions of 
the ministry of agriculture 


fisheries and food. Prof 
Robards believes such part- 
nerships are important in 
bringing together ideas and 
“the right managers to take 
them forward". 

While some scientists fear 
for the future of pure 
research in a commercial 
environment. Prof Robards 
believes it could be 
enhanced. “The gap between 
pure and applied research is 
largely a myth,” he argues. 
"Pure research leads to 
exploitable ideas. There is 
very little research now 
where boffins go off in all 
sorts of different directions. 
Areas are prioritised, even in 
blue skies research. We still, 
for example, don't know 
enough about the h uman . 
body to underpin the sorts of 
developments that compa- 
nies will want in future, 
such as tissue culture. Blue 
skies research forms the 
foundation for that" 

A recent coup for the uni- 
versity is the $2. 75m pur-: 
chase of an accelerator mass 
spectrometer which enables 
the highly sensitive analysis 
of molecules. The purchase 
was underpinned by private 
sector research contracts 
from companies including 
Glaxo Wellcome, Pfizer, and 
Novartis (formerly Ciba 
Geigy and Sandoz). Its pri- 
mary use has been in carbon 
dating, but York scientists 
believe it will help accelerate 
drug research and develop- 
ment 

There is also excitement 
about prospects for the bio- 
lncubator project to support 
tne small bioscience indue- 
try. It will provide business 
and science mentoring for 
the best ideas. “We want to 
what ’ s there a “d 

S.r p f ,K e3 ^ loitable '’’ sa y s 
Pror Robards. It will invest 

“ 1 basket of extremely 
well-audited ideas". 

If the project flourishes it 
“ay seek expansion through 
on Aim mar- 
tafor smaner companies. 

Prof Robards believes the 
commercial environment for 
biotech start-ups has 
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